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ASSETS 
Demand Deposits in Bank and Cash on Hand ............ $ 155,782.45 
A. Bh ee GI onan on ek osc ccretdicdicieewcsceeecss 964,648.30 
State, Municipal, and Authority Securities ............... 340,394.32 
EES ay ei Wag a Ne RO NARI ng oe ea 1,189,967.18 
i ESET eer TET TT CTT e rere rere Tce 98,458.40 
Loans with First Mortgages as Collateral ................ 991,960.00 
ED cavnne nse cernsececseeeesinn $ 766,183.37 
Less: Reserve for Depreciation ........... 174,993.87 
a 591,189.50 
RE a Se $1,869,654.70 
Less: Reserve for Revaluation ............ 287,209.70 
——————_ 1,582, 445.00 
I CTT AMER LNT A TO ENO 77,496.76 
aT 8 | dace andiuaaiabela nanan aaa eh 17,725.63 
ETD 6. c5.0.0 vc rentieneseebbconssedebeonse 936.96 
SE GAD a Ca ee ee er Te oe Ooh = 67,531.99 
Reinsurance Reserve Fund: 
Demand Deposits in Bank ...............$ 742.24 
U. S. Government Securities ............. 298,771.66 
Municipal and Authority Securities ....... 187,147.38 
sano Savings and Loan Shares ......... 28,000.00 
DEES DENNIS onc cc csccccccseccccces 2,625.00 
517,286.28 

























$6,595,822.77 
LIABILITIES ae = 
Capital: 
Cumulative Preferred 
darned $1,596,800.00 
Common (100,000 shares) .. rin detente 500,000.00 
Paid-in Surplus ............ a a ea 1,500,000.00 
Earned Surplus Restricted ................ 564,376.67 
i eel 1,130,683.70 
Reserve for Title Losses 
and Other Contingencies .............. 342,799.38 
—————_ $5, 634,659.75 
Reserve for Current Taxes and Expenses ................. 408,964.11 
ERIE ek eae ery een, ere wee ner 34,912.63 
NN RE ret er ae 517,286.28 






$6,595,822.77 






OUR BUSINESS IS EXCLUSIVELY THE 
INSURANCE OF TITLES TO REAL ESTATE 











We Offer a Nation-wide Re-insurance Service 






TITLE INSURANCE IN PENNSYLVANIA, NEW JERSEY, DELAWARE, MARYLAND 





MBA Calendar 


October 31-November 3—42nd An- 
ual Convention, Statler Hotel and 
Biltmore Hotel, Los Angeles. 


THE MOTEL STORY 


The Motel Story, by Jerry B. Frey, 
Jr., partner in the Brown-Frey Mort- 
gage Company, Dallas, has been pub- 
lished in booklet form. Single copies 
are available to MBA members upon 
request and without charge. 


For his work, Mr. Frey received an 
MBA educational program Certificate 
of Merit Award, presented at the 
Midwestern Mortgage Conference last 
February. It was the sixth such award 
to be granted. 


Other works by MBA members 
which have received similar awards 
and are likewise available in booklet 
form include: 


Simplified Mortgage Service Ac- 
counting Procedures, by John K. 
Benoit, manager, Investment Records 
Section, Equitable Life Insurance 
Company of Iowa. 


Subdivision Development and Fi- 
nancing, by J. Wray Murray, assistant 
cashier, The First National Bank of 
Memphis. 


Direct Placement of Industrial Se- 
curities by Mortgage Bankers, by Wal- 
ter Mahlstedt, Teachers Insurance 
and Annuity Association of America. 


Mortgage Loan Analysis of Retail 
Properties, by Robert P. Russell, as- 
sistant vice president, T. J. Bettes 
Company, Houston. 


Auditing the Loan Correspondent, 
by D. R. Olson, city loan auditor, 
Equitable Life Insurance Company of 
lowa, Des Moines. 


As a result of the recent changes in 
FHA down payments, elimination of 
the 30 year loan and other revisions, 
the Association’s FHA Payments book- 
let has become partially obsolete. A 
new printing is planned and a revised 
edition expected to be available for 
members shortly. 
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BIGGER THAN THE BIGGEST! 


The Bride’s House promotion last spring was the big- 
gest sales promotion ever to hit the building industry. 
And the most successful. It helped United States Steel 
Homes Dealers sell 2,000 homes, and to break all their 
previous sales records. 

This fall, they will do even better. They will again 
surpass all previous sales records, even the records they 
set on the Bride’s House; because they have a bigger, 
broader promotion going for them—a nationwide pro- 
motion of Personalized Corone7os, homes designed for 
family living. 


EVERYONE HELPS TO SELL 


A feature story on these homes in the September issue 
of Living for Young Homemakers kicks off the promo- 
tion. Then the excitement begins. 

Advertising will be everywhere—in Living for Young 
Homemakers, in Life Magazine, on TV, on radio, in 
local newspapers. 

Tie-in advertising and promotion by department 
stores, local dealers, and manufacturers of appliances, 
furniture, plumbing fixtures, rugs, kitchen equipment, 
and building materials will help the dealer to sell. 

Publicity will help—mentions in shopping columns of 
local newspapers, feature stories by building editors, 
and special sections of newspapers devoted exclusively 
to Personalized Coronados. 


UNITED 


The promotion explodes locally just before the dealer 
opens his demonstration homes. Home buyers will be 
excited about these beautiful homes. They’ll know about 
them. They’ll want to see them. They’ll be out to see 
them. Once people have seen these homes, they’ll want 
to buy. It happened on the Bride’s House and it'll hap- 
pen again on Personalized Coronados. 


WHAT'S IN IT FOR YOU? 


The tremendous sales developed through promotions 
like this mean more mortgage business for you, of course. 
But the promotion means more than just that. 

Through intensive sales activity of this type we are 
building a reputation for the products of United States 
Steel Homes among the home-buying public. When 
ready to buy, they’ll think of United States Steel Homes 
first, when they think of homes. This will pay off next 
year, and the year after, as well as today. It will pay 
off both for you, and for us. 

Continued promotion, advertising, and selling of 
products of United States Steel Homes will sustain the 
saleability and re-saleability of these homes. 

As a result, when you finance a Personalized Coro- 
nado you’re financing a good, saleable home that will 
stay good and saleable. There will be a lot of them to 
finance, so write today for complete information. 


“Coronado”—trade-mark of United States Steel Homes, Inc. 


Manufactured by”) 


STATES STEEL 


© POMcs... 


NEW ALBANY, INDIANA 
SUBSIDIARY OF UNITED STATES STEEL 
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* 
... MEANS CAVICE 


x * ALABAMA 
Licensed to write ARKANSAS 
Title Insurance in: COLORADO 

$ FLORIDA 

GEORGIA 
INDIANA 
KANSAS 
LOUISIANA 
MICHIGAN 
MINNESOTA 
MISSISSIPPI 
MISSOURI 
MONTANA 
NORTH CAROLINA 
NORTH DAKOTA 
OHIO 
OKLAHOMA 
SOUTH CAROLINA 
TENNESSEE 
TEXAS 
WEST VIRGINIA 
WISCONSIN 

* WYOMING 


. 
PUERTO RICO 





Inquiries invited 
from mortgage bankers, 
life insurance 
companies, 


builders, lawyers. 
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NATIONAL HOME 
MORTGAGES ARE 
SOUND LONG-TERM 
INVESTMENTS 








Barrington Woods, near Chicago—a National 
Homes project that won the Parents’ Magazine 
award for excellence in community planning. 





Communilf Arming GIVES ADDED VALUE 


TO NATIONAL HOME MORTGAGES 


ips around many cities, out where 
the air is a little fresher, the grass a 
little greener, planned communities of Na- 
tional homes are springing up. 

These new neighborhoods offer the home 
buyer the assurance of pleasant surround- 
ings; the beauty of homes that are individ- 
ual in styling yet harmonious with others 
in the area; convenient shopping center, 


school, playground; the safety of curving 
streets that discourage high-speed traffic. 

Foresighted National Homes builder- 
dealers plan their developments to protect 
property values, keep homeowners happy, 
and maintain good relations with civic of- 
ficials. As communities of this type supply 
most National home mortgages, these facts 
are important to you as an investor. 


NATIONAL HOMES CORPORATION 
Lafayette, Indiana 


ONE OUT OF EVERY 48 HOMES BEING BUILT 
IN AMERICA TODAY IS PRODUCED BY... 
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Title Guarantee Service 
in 62 cities for 


Prompt Service. 

Chicago Title Guarantee Policies are 
issued locally—in 62 Illinois cities— 
issued right where the property is located. 


Full Protection. 

A Chicago Title Guarantee Policy 
protects your mortgage even against 
hidden title defects not found 

in the records. Should anyone question 
the title as guaranteed, Chicago Title 
and Trust Company instantly takes over 
its defense .. . pays all legal costs... 
and settles any loss promptly. 

The Finest Backing. 

Behind the Chicago Title Guarantee 
Policy is unequaled financial strength 
—plus over 100 years’ experience 

with Illinois real estate. 





- On your larger loans, we reinsure 
CHICAGO for title companies in other states 


TITLE 
GUARANTEE Chicago Title 
POLICIES and Trust 


SSUED LOCALLY IN Company 
62 CITIES 111 W. Washington Street 


Chicago 2 


—right where the 


et etet et et ate . . 
. . > . . . e*e%e e*e o*e*%e* 


property is locoted 


Danville Mt. Vernon 
Edwardsville Springfield 


. + 
. CEES EEE EEE EEE EEE EEE ESSE EHH EHH ESET HEHE HEHEHE EHe 
SESE EEE SESE STEHT HEHEHE SET EH EEe 
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Choice of 
‘e) exteriors 


Available in 
right or left 


ale late Muilelel a 


Distinctive Designs 

Finest Engineering 
Conventional Type Construction 
Highest Quality Materials 
Precision Manufacturing 
Beautiful Exteriors 

Well Planned Interiors Mechanical Folding Door 
Spacious Rooms Extra Wall Space for Furniture 
Large 36’ x 24° Basement Arrangement 

Oversized Wardrobes L-shaped Kitchen 


Aluminum Double Hung Windows 
Large Picture or Panorama Window 
Aluminum Double Foil Insulation 
Insulated Sheathing 

Hardwood Floors 

Birch Flush Doors 


*eeoe0e4e#ee#e#e 


1144 sq. feet of living area 
in this 47’ 8” x 36’ home. 


This Inland Home offers everything! A spacious liv- 
ing room, an L-shaped kitchen, bath and a half, 3 
generous sized bedrooms, a roomy 36’ x 24’ base- 
ment, and attached garage. One model with fire- 
place, one with porch, all have distinguished roof 
designs. 


Complete Brochure Available 


All mortgage lenders should have our brochure in 
their files giving details on more than 60 Inland 
Homes—all are a sound mortgage investment. Your 
letter will automatically bring complete information 
on Inland Homes and will also place your name on 
our list of mortgage lenders to whom we refer our 
customers needing permanent or construction loans. 
Write us today—no obligation. 


Large Dining Space in Kitchen ® One Model with Porch 
Window over Kitchen Sink *® Double Course Cedar Shakes 
Enameled Steel Kitchen Cabinets ¢ Bevel Siding 


with Formica Counter Tops 
Quality Hardware—Compiete 
Gypsum Drywall Interior 
Bathroom and a Half 
Recessed Bath Space 

Linen Closet in Bathroom 
One Model with Fireplace 


Distinguished Roof Designs 
Wide Roof Projections 


Flower Boxes 

Shutters 

Wrought Iron Columns 
Full Sized Dining Room 


© Attached Garage 


fi 
Drader rad Hamses °°), collese 31. 0. Box 915 
ry CORPORATION Piqua, Ohio, Phone 3880 
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Mortgages are SALABLE 

when protected with Louisville 
Title Insurance. All large 
corporate investors in mortgage 
loans know of our thoroughness, 
stability and reputation. 


“Louisville Title’ is recognized as 





one of the nation’s leading title 


insurance companies. 


fast service 


accurate service 
friendly service 


li LOUISVILLE TITLE 





~ = ij 
: Diyiy - INSURANCE COMPANY 
2 TLE ; 
4 | INSURANCE = HOME OFFICE * LOUISVILLE, KENTUCKY 
%, WRI = 
, ee RY 
Q 9 
%, , a® 
Rear es* 


8 THE MORTGAGE BANKER «+ September 1955 











years Ahead / 






































' 




































































WTI 





























| 









































SSS s 





Tomorrow's Heating and Cooling Units Today 





The Most Complete Line 


A Deluxe Line for custom homes, modernization jobs: high- 

boys, lowboys, companion units. 

The Suburbanaire Line for competitive jobs, housing projects: 

gravity, counterflows, horizontal, highboys, lowboys 

A Commercial Line of unit heaters, boilers and packaged air 

conditioners in a wide range of sizes. 

A Conversion Line of add-on cooling, conversion burners, in- 

Cinerators, blower-filter units; a recessed summer conditioner. 

A Cooling Line second to none Air cooled and water cooled 

in wide range of sizes — deluxe units, packaged units, add- 
on units, self-contained and remote units. 

















Mueller Climatrol 


From drawing board to final inspection, Mueller Climatrol’s 
advanced thinking is in evidence. You see it in Mueller 
Climatrol’s modern experimental department and laboratories. 
You see it on the production line. You see it in Mueller 
Climatrol’s handsome styling. You see it in the many Mueller 
Climatrol features that add up to quality that helps 
safeguard your loans to builders and home-buyers. 


We think ahead to provide extra value today, extra resale 
value tomorrow. Learn more about our quality products. 
Write: Mueller Climatrol, Dept. 195, 2054 West Oklahoma 
Avenue, Milwaukee 15, Wisconsin. 
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A large percentage of the mort- 
gages made today are made by the 
mortgage banker. A larger percent- 
age of the mortgages held in the port- 
folio of the principal for whom the 
mortgages were made are FHA or 
GI guaranteed mortgages. 


In most cases such mortgages would 
not be acceptable as conventional 
loans. They were made and purchased 
because of the government guarantee. 


There is another guarantee that is 


also important . . . the guarantee of 
the Title Insurance Company as to 
the title. 


In case of default, the government 
guarantee depends on the title evi- 
dence being acceptable to the govern- 
ment agency in question. 


Title Insurance is a_ protection. 
Title Insurance is a protection which 
the borrower owes to the lender. 


ina ee 


125 SOUTH Sth STREET + TELEPHONE Lincoln 8733 
MINNEAPOLIS 2, MINNESOTA 
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What resale value is made of 


... it’s designed and built into every P&H Home 





ee 





Craftsmanship— Main sections of Double Strength— Fully insulated, 


Harnischfeger Homes are built in forms glued and nailed, P « H wall panels are 
twice as strong as standard. 


Top Materials—Only seasoned kiln 
dried lumber, and the best materials 
go into Harnischfeger’s P & H Homes. under rigidly controlled conditions. 





Planning, Design—Handsome contemporary design, efficient 


Careful Erection— Trained crews, erecting the 
space-making floor plans mean lasting livability and appeal. 


P « H Homes quickly and efficiently, carry crafts- 
manship through to the last shingle. 


Harnischfeger Homes offer lenders a steady source of really sound 
mortgage and construction loan investments. Processing is speedier, 
evaluation easier, commitments shorter. Write for full details now: 


Builders Acceptance Company, 69 Spring St. Port Washington, Wis. 


HARNISCHFEGER HOMES, Inc. 


69 Spring St., Port Washington, Wis., Phone 611 Offices in: Chicago, Cincinnati, Cleveland, 
Des Moines, Detroit, Indianapolis, Kansas City, Minneapolis, Pittsburgh, St. Louis 


e aS 
re. geE : 
$$ $< $< . \ : - o— & 
TRUCK CRANES DIESEL ENGINES POWER SHOVELS PREFABRICATED HOMES HOISTS SOM STABILIZERS WELDING EQUIPMENT OVERMEAD CRANES 
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SINGLE 
SOURCE 
Financing- 
Selling- 


Guidance- 


Single Source Financing is an entirely new year ‘round service for 
mortgagees. You deal with a national organization and get much more 
than the placing of permanent loans. Construction loans, warehousing, 
canvassing of lending institutions, advice on producing more busi- 
ness — all this is part of Single Source Financing. In brief, here’s what 


this service can achieve for you: 


YOU SAVE MONEY !When you 
subscribe to this service, you pay a nominal 
annual retainer. You pay only normal market 
fees and discounts — but you pay us no fees or 
commissions. Because of this, we handle your 
financing problems in a manner most favorable 
to you. You get more efficient placements of con- 
struction and permanent loans at realistic rates. 








you SAVE TIME! F. W. Berens 
Sales performs all the time-consuming details 
for you. You get ready warehousing. You spend 
no time shopping for the best terms. You're kept 
abreast of current methods of operation. You 
get the full benefit of our day-to-day contacts 
with leading lending institutions and banks. 





YOU SAVE EFFORT! A: any 
time, you can get specific help, advice and infor- 

mation on your financing questions. When the we 
need arises, Berens’ financing experts will visit 
your office. Periodic bulletins will be sent you. 
Unbiased service and guidance is always avail- 
able. In many cases, a single deal handled by 
the Service will more than cover the annual fee. 





For Full Information, Contact our Washington Office 


George DeFranceaux * Hubert Kleinpeter * Gerard J. Manack * Curt Mack 


1722 L STREET, NORTHWEST 
WASHINGTON, D.C. NA 8-5000 


New York Regional Office: 475 Fifth Avenue 
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Ahead: Tighter 
Money to Cost More 











The heat was on. As a torrid July 
led into the beginning of an equally 
torrid August over a good part of the 
country, the heat apparently was on 
the money market. Not often in the 
past have so many significant events 
taken place in less than a week: 
>> The death knell of the no down 
payment VA loan, the cut in maturi- 
ties from 30 years to 25 and the slight 
increase in FHA and VA downpay- 
ments. Reactions were mixed, to say 
the least. 
>> Increase of the prime interest rate 
to 34% per cent, highest for the best 
credit risks in 22 years. 
>> Increase in the rediscount rate to 
2 per cent—2% per cent for one Fed- 
eral Reserve bank. 
>> Scrutiny from many official quar- 
ters of mortgage warehousing. 

These moves, followed by the pas- 
sage of the 1955 Housing Amend- 
ments, provided a packed week of 
events, all of which will have a vital 
significance for the mortgage lender. 
And, mostly, they add up to one gen- 
eral conclusion: money will be harder 
to get in the months ahead. Possibly 
the mortgage lender won’t feel the 
trend quite as much as some borrow- 
ers but, in essence, everyone operating 
on credit will find money tighter and 
more costly. 

All these events have been analyzed 
in the MBA Washington Letter. The 
reactions of the different groups to 
the FHA and VA tightening moves 
varied. 

Approval by MBA President Wal- 
lace Moir: “The government has 
acted wisely and in the public interest, 
and has again indicated its determina- 
tion to steer a middle course between 
the forces of inflation and recession. 

“This demonstrated desire on the 
part of the Federal Reserve Board, 
the treasury and the monetary au- 
thorities to take the middle way in 
monetary policy can be enthusiasti- 
cally accepted by the country, includ- 
ing mortgage bankers who have the 
responsibility for providing the funds 
for the building industry. The modest 











TITLE INSURANCE CORPORATION 810 Chestnut MAin 1-0613 
of St. Louis, MeCane Gill, President 10 South Central PArkview 7-813! 








increase of 2 per cent in FHA and 
VA downpayments has been made in 
the interest of the general economy 
It is a step in the right direction and 
will prove beneficial and constructive 
for every segment of the economy. 

“The government authorities have 
acted with an admirable sense of pub- 
lic responsibility. Nothing sound has 
been sacrificed in these revisions of 
FHA and VA loan terms and some 
important elements of unsound un- 
derwriting have been eliminated.” 

Disapproval by the National Asso- 
ciation of Real Estate Boards: *‘Mak- 
ing it more difficult for families of 
modest income to attain home owner- 
ship is the effect of tightening terms 
of the FHA and GI programs. 

“We are surprised to see such an 
announcement Washington, 
since there is nothing in the market 
to warrant it. We have a home mar- 
ket that varies in characteristics 
regionally and in communities of va- 
ried size. The market has shown a 
capacity to adjust itself to different 
situations. 


from 


its 


in 
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“The effect of home-buying credit 
control is always to ration home own- 
ership backwards. It puts families of 
low and moderate income at a dis- 
advantage in home buying, or even 
out of the market, but does not affect 
the actions of the more affluent. 

“Obviously the principal tool in 
dealing with these problems is a sus- 
tained high rate of production that 
will permit removal of the unfit part 
of the housing inventory. When, at 
long last, we are beginning to make 
important advances in this direction, 
a backward step is taken when any 
move, even a ‘mild and temporary’ 
one, is made to curb this healthy 
trend. 

“The government’s expressed fear 
of future shortages in certain building 
materials, as Washington memories 
should know, is likely to have the 
effect of an invitation to hoarding 
building materials and boosting their 
prices. 

“The Administration is looking in 
the wrong direction in combatting in- 
flation. Home building, which adds 
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INSTITUTIONAL LENDERS 


to the permanent weaith of the na- 
tion, does not cause inflation. Deficit 
spending by government does. The 
federal government has just completed 
a fiscal year with a $4 billion deficit, 
a direct cause of inflation that needs 
effective curbs.” 

Approval by the U. S. Savings and 
Loan League: “The decision to tighten 
up is a wise and courageous step, and 
highly desirable in view of the infla- 
tionary tendencies which have become 
evident in home building costs in re- 
cent months. 

“Since the start of 1955, we have 
had repeated warnings from member 
institutions in various parts of the 
country that ultra-liberal FHA and 
VA loans were giving an inflationary 
tinge to the housing boom. As re- 
cently as two weeks ago, a poll of 
savings and loan managers revealed 
that these extremely liberal terms 
were unnecessary to sustain a high 
level of housing production. It is 
clear that similar surveys by FHA and 
VA prior to Saturday’s action must 
have made the same findings. 
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“The new terms on FHA and GI 
loans will help stabilize prices in the 
housing field. Many thousands of 


American families thus will be enabled | 


to plan their home purchases without 
fear of rising prices.” 
Approval by HHFA Administrator 


Albert M. Cole: “These actions were | 
not taken because of any general | 


overbuilding in the housing field. They 
were designed, along with other pre- 
cautionary and preventive steps being 
taken in the overall credit field—such 
as the Federal Reserve’s recent in- 
crease in discount rates—to avoid fur- 
ther stimulation of credit buying 
which, at this time, could contribute 
measurably to inflationary factors in 
the economy as a whole. 

“One of the aims of the broad pro- 
gram of credit restraints currently be- 
ing pursued is to forestall a credit 
expansion, which in the housing field, 
would bring higher home prices rather 
than more dwellings, and would lower 
the value of the dollar by increasing 
the cost of living generally. 

“We believe the actions will, how- 
ever, help to nip in the bud any tend- 
encies toward unjustified cost infla- 
tions, which would seriously and 
adversely affect the future of housing 
and the stability of the total economy.” 

Disapproval by the National Asso- 
ciation of Home Builders: “It used to 
take a war to justify putting credit 
controls on the American economy. 
No such justification exists for raising 
downpayments and shortening mort- 
gage maturities. Indeed, it is hard to 
find any justification, particularly in 
the field of housing policy. This marks 
the first time such restrictions have 
been applied in time of peace. It is 
apparently a decision made on hous- 
ing, with no reference to a basic hous- 
ing policy, and ignoring the basic 
recommendations on the subject from 
many sources, including the Presi- 
dent’s Advisory Committee on Housing. 

“The official answer is that it was 
necessary to tighten mortgage credit 
to prevent inflation! That savings 
generally have not kept pace with in- 
creasing credit requirements and that 
credit needs may be outrunning our 
resources. 

“But. . . . There are signs that 
credit will be tightened selectively in 
other fields. In fact there are no 
methods legally available for selective 





























credit action in other consumer fields.” | 


None 
of us 
IS 
infallible 


HE fact that you have a title policy under 

lock and key does not automatically assure 
you that your title is good. Even a court deci- 
sion does not always make it free from attack. 
The decision can be upset by the unearthing 
of new evidence or the claim of someone not 
a party to an action. 
Since 1883 T G & T has paid out thousands 
of dollars every year to protect its policy 
holders against claims which might otherwise 
have jeopardized the value of their invest- 
ment. 
That is why the financial responsibility of 
your title insurer as well as its reputation for 
sound examination prior to the issuance of its 
title policies should be prime considerations. 


TITLE GUARANTEE 
and Trust Company 


MAIN OFFICE: 176 BROADWAY, N.Y. 38 +» WOrth 4- 1000 


TITLE INSURANCE THROUGHOUT NEW YORK, 
NEW JERSEY, CONNECTICUT, MASSACHUSETTS, MAINE AND VERMONT 


Reinsurance facilities available through primary 
litle insurers in many other states 
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Title defects are like defects in electric wiring. They 
may sleep for years—but they may flare up at any 


time and result in substantial loss. 


Title insurance is the best protection against 


financial loss caused by defects in titles. 


THERE IS NO BETTER TITLE INSURANCE THAN A POLICY OF 


lawyers Title Insurance ( 


TITLES INSURED THROUGHOUT 43 STATES 
THE DISTRICT OF COLUMBIA, PUERTO RICO AND HAWAII 


NATIONAL TITLE DIVISION OFFICES 
Chicago New York 
BRANCH OFFICES IN: 


Akron, O. Dollas, Tex. New Orleans, Lo. Springfield, il. 

Atlanta, Ga. Dayton, O. Newport News, Va. Washington, D. C. 

Augusta, Ga. Decatur, Ga. New York, N. Y. White Plains, N. Y. 

Birmingham, Alo. Detroit, Mich. Norfolk, Va. Wilmington, Del. 

Camden, N. J. Flint, Mich. Pittsburgh, Pa. Winston-Salem, N.C. 
: Cincinnati, O. Freehold, N. J. Pontiac, Mich. Winter Haven, Fla. 

Cleveland, O. Grand Rapids, Mich. Richmond, Va. 

Columbus, Ga. Miami, Fla. Roanoke, Va. 

Columbus, O. Neweork, N. J. Savannah, Go. 


REPRESENTED BY LOCAL COMPANIES IN MORE THAN 175 OTHER CITIES 
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“Worlgage Banker 


THE VHMCP IS PROVING ITS 
MERIT AND ITS METTLE 


HE Voluntary Home Mortgage 

Credit Program, which we shall 
call the Program in this article, is 
smoothly functioning and 
addition to the national 
mortgage need. It 
is the answer of 
private industry, 
and of the Admin- 
istration, to more 
and more direct 
government lend- 
ing and interven- 
tion in the mort- 
gage market. Early 
in June, the vol- 
ume of loan place- 
ments through the Program began to 
accelerate rapidly. By mid-July, well 
over 3,000 FHA-insured and VA guar- 
anteed home loans aggregating about 


now a 
effective 





Arthur W. Viner 


By ARTHUR W. VINER 


$25 million had been placed by the 
Program’s sixteen Regional Commit- 
tees. 

Among these loans were 35 GI loans 
in Puerto Rico, the first VA-guaran- 
teed loans made in Puerto Rico since 
the VA direct loan program went 
into effect in 1950. The first loan 
made in Virginia to a Negro under 
the new FHA in-service loan program 
(Section 222) was made to an Army 
captain through the Program. GI 
financing for an inter-racial housing 
development in Sacramento, Califor- 
nia, was arranged by the Program 
with several lending _ institutions. 
Many veterans in small and remote 
communities who had been waiting 
for as long as a year to obtain 
direct loans from the VA were able 
instead to negotiate guaranteed loans 


with private lenders to whom their 
applications were referred by the Pro- 
gram. Real estate brokers who had 
been trying without success to find 
the financing that would enable them 
to sell houses were able to find FHA 
or VA loans for their customers. A 
growing number of builders are suc- 
cessfully finding financing on good 
terms for housing developments for 
members of minority groups in many 
sections of the country; to date, in 
fact, the Program has a record of 100 
per cent success in placing minority 
group project loans. As word of the 
Program’s early success spreads, more 
and more applications are being sent 
in by qualified borrowers, builders and 
lenders. 

Already, the Program has brought 
out some facts that could only be 


The organization period and the initial trial run for the Voluntary Home Mortgage 


Credit Program have been passed and this cooperative effort of government and private industry 
has now moved into high gear. Since mid-June, the volume of loans placed through 
the efforts of VHMCP has accelerated rapidly and the pace has been gaining momentum, as Mr. 


Viner tells here. No challenge has ever been presented to the mortgage industry quite like this 


one. VHMCP resulted from a suggestion of private enterprise and private enterprise 


has the responsibility to make it succeed. It is off to an excellent start but still has a long 


way to go. Now mortgage men are beginning to see something else in addition to 


the responsibility—the profit possibilities for good business through the loans which the 


VHMCP is uncovering. Mr. Viner is the executive secretary of the National Committee of VHMCP. 
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guessed at a few months ago. Many 
lenders, acquainted only with the 
booming market for housing in the 
metropolitan centers, doubted that 
there was a worthwhile market in the 
nation’s smaller communities. What 
has been discovered since the Program 
went to work is that there is an un- 
satisfied demand for both new and 
existing homes in areas that have had 
a great economic expansion since the 
war, without an accompanying in- 
crease in the supply of housing. In 
Kalispell, Montana, (population 
9,737) to take a typical example, the 
Hungry Horse Dam and a new alumi- 
num plant have created a demand for 
housing that falls far short of being 
met locally. In areas such as this there 
is no need to resort to all-out sales 
efforts and _ ultra-liberal mortgage 
terms in order to stimulate home sales. 
Unlike the situation in many cities, 
the cream of the mortgages has not 
been skimmed off in the nation’s non- 
urban areas. 

The Program has also helped to 
demonstrate the potential of another 
largely untapped market, the market 
for homes for members of minority 
groups. In general, the credit standing 
of the Negroes who have applied to 
the Program for assistance is every bit 
as good as that of the white appli- 
cants. The improvement in the eco- 
nomic well-being of our population has 
been perhaps most striking in the case 
of the Negroes. Even in cities where 
no-no-down payment loans were pre- 
valent for white borrowers, many 
builders of homes available to mem- 
bers of minority groups have been 
able to obtain substantial earnest- 
money deposits from their customers. 
Through the Program, the ideas that 
have led many lenders to shun the 
minority market may disappear more 
rapidly. 

But the early success of the Program 
does not mean that it will have clear 
sailing from now on. The plain fact 
is that too few lenders are doing too 
large a share of the Program’s busi- 
ness. In an attempt to improve the 
performance of the participating lend- 
ers, and to attract new participants, 
the Program’s National Committee 
has made some important improve- 
ments in procedure, and the trade as- 
sociations have worked to expand the 
activity of their member institutions. 
The ultimate ability of the Program 


to meet its objectives depends pri- 
marily, however, on the efforts of the 
private lending institutions which 
sponsored it. 


As the intermediary through whom 
the funds of the largest investors are 
funneled, the mortgage banker is the 
key to the Program’s ultimate ability 
to meet its goals. If the mortgage 
bankers had been set up to do busi- 
ness in the nation’s small towns, vil- 
lages and hamlets, there would never 
have been a VA direct loan program, 
FNMA would have done less business, 
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As THE intermediary through 
whom the funds of the largest 
investors are funneled, the mort- 
gage banker is the key to the 
Program's ultimate ability to meet 
its goals. If mortgage bankers 
had been set up to do business 
in the nation’s small towns, vil- 
lages and hamlets, there would 
never have been a VA direct loan 
program, FNMA would have 
done less business, and the 
Program would never have been 
established. Now that the big 
investors, and many of the small 
investors as well, are willing to 
lend in these communities, it is 
up to the mortgage bankers to 
make it possible. 
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and the VHMCP would never have 
been established. Now that the big 
investors, and many of the small in- 
vestors as well, are willing to lend in 
these communities, it is up to the 
mortgage bankers to make it possible. 


When the Program was first or- 
ganized, many mortgage bankers con- 
sidered the loans they would be mak- 
ing in remote areas as a necessary 
sacrifice. With some experience in 
these areas, many mortgage bankers 
are finding that the Program is ena- 
abling them to increase their business 
in a profitable way. A number of 
mortgage bankers are opening new 
offices far from the center of their 
operations. In addition to the FHA- 
insured and VA-guaranteed loans they 
are making through the Program, they 
are now finding many attractive con- 
ventional and commercial mortgages 
for their principals. There is less com- 


18 THE MORTGAGE BANKER + September 1955 


petition in small communities than in 
the cities, and the first lender to begin 
operating in them has an advantage 
over the latecomers. 


A number of mortgage bankers have 
added field men to their staffs to 
handle the Program’s applications. At 
least one mortgage banker has hired a 
Negro to work on minority group loan 
applications. By demonstrating to their 
principals their ability to cover a 
larger territory, a number of mortgage 
bankers have persuaded them to ex- 
tend the area in which they will make 
loans. 

More and more mortgage bankers 
are making arrangements with coun- 
try banks and with attorneys on the 
approved lists of title companies to 
inspect properties for which the Pro- 
gram’s applicants are seeking loans, 
and to report on the credit standing 
of the applicants. This saves the ex- 
pense of unnecessary travel on the part 
of the mortgage banker’s staff; it also 
develops a potential source of new 
business outside the Program. Some- 
times the bank or the attorney is being 
asked, for a small fee, to agree to act 
as a collection agent in the event that 
servicing problems should arise with 
borrowers in his community. 

One of the most important tasks 
facing the Program is to see that 
those who have need of its services are 
aware of its existence. Mortgage bank- 
ers can be particularly helpful in this 
effort by informing the real estate 
brokers, lumber dealers and home- 
builders with whom they work of the 
services the Program performs. Under 
a new ruling by the Program’s Na- 
tional Committee, a mortgage corre- 
spondent who develops and submits 
an eligible application from a poten- 
tial borrower may request the Regional 
Committee to refer the application to 
his own principal, so that he will be 
able to originate and service the loan 
if it is approved. 

A few months ago the National 
Committee changed the referral pro- 
cedure, so that applications destined 
for life insurance companies operating 
through correspondents would be re- 
ferred by the Program directly to the 
home office of the life company. Per- 
haps more than anything else, this 
new procedure has increased the effec- 
tiveness of the Program. When a 
mortgage banker receives a Program 
application from one of his investors, 














he knows that it is worth his while 
to process the application, for it has 
passed preliminary evaluation by the 
investor. 

Surprisingly, however, a number of 
mortgage bankers are rejecting, with- 
out investigation, applications in 
which their principals are interested. 
Others are asking the prospective sell- 
ers for larger discounts than those 
specified by their principals, and some 
are seeking larger down payments 
than their principals require. Many 
mortgage bankers are not trying to 
negotiate terms satisfactory to their 
principals. Such practices as these 
seriously reduce the effectiveness of 
the Program. They also impair the 
performance record of life insurance 
companies, through no fault of their 
own. 

Continuing efforts are being made 
to streamline the operations and pro- 
cedures of the Program. At this time 
a new procedure for Veterans Admin- 
istration direct loan applicants is going 
into effect which will probably be 
greeted enthusiastically by Program 
lenders. Hitherto, veterans seeking 
direct loans filled out and sent to the 
Veterans Administration a VA direct 
loan application form. The VA then 
re-submitted the application to the 
Program, and it was given 20 work- 
ing days in which to find an in- 
terested lender and a total of 30 
working days in which to obtain a con- 
ditional commitment. The direct loan 
application form was designed for 
direct loan processing, not for the 
Program. It does not provide certain 
information needed by private lenders 
in determining whether they would be 
interested in making a loan to the 
applicant. Under the old procedure, 
moreover, there was much communi- 
cation between the VA, the Program, 
the lender and the applicant, which 
often led to confusion, and in many 
cases to the making of direct loans 
by the Veterans Administration which 
could have ended up as guaranteed 
loans by private lenders. Many 
lenders found the time limit too re- 
strictive. 

From: now on, through an agree- 
ment between the Program’s National 
Committee and the Veterans Admin- 
istration, an applicant to the VA for a 
direct loan will be told that he will 
not have demonstrated his inability to 
obtain a loan from a private lender, 


and hence his eligibility for a direct 
loan, unless he fails to obtain a loan 
through the Program. The VA will 
send the veteran the Program’s own 
application form, VMC Form No. 2. 
This form gives a description of the 
property that most lenders have found 
to be very helpful in determining 
whether they are interested in nego- 
tiating toward a loan. It also includes 
a detailed financial statement. A 
photograph of existing houses is re- 
quired, and plans and specifications 
are required to be submitted along 
with applications for assistance in 
financing new construction. No appli- 
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Tue early success of the Vol- 
untary Home Mortgage Credit 
Program does not mean that it 
will have clear sailing from now 
on. The plain fact is that too 
few lenders are now doing too 
large a share of the Program's 
business. In an attempt to im- 
prove the performance of the 
participating lenders, and to at- 
tract new participants, the 
Program's National Committee 
bas made some important im- 
provements in procedure, and 
the trade associations have 
worked to expand the activity of 
their member institutions. The 
ultimate ability of the Program 
to meet its objectives depends, 
primarily, however, on the ef- 
forts of the private lending in- 
stitutions which sponsored it. 
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cations will be referred to lenders un- 
less they are completely filled out. 
The veteran will send his applica- 
tion directly to the appropriate Pro- 
gram’s Regional Committee Office, 
and the application will be referred to 
lenders .in the normal manner. The 
Program will have 45 working days— 
nine weeks—in which to find a !ender 
willing to make a loan to the appli- 
cant. Not unless this longer time limit 
expires will the VA come into the pic- 
ture; there will be no letters from the 
VA to the applicant or any of the 
other communications that have 
caused so much confusion. If the Pro- 
gram is unable to place a loan for a 
direct loan applicant, it will inform 
the VA of the reasons why the private 
lenders rejected the application, and 
the VA will either reject the appli- 


cation or process it for a direct loan. 


The Program was established as a 
joint industry-government effort to 
make it unnecessary for the govern- 
ment to participate directly in the 
home mortgage market. It has begun 
to demonstrate that this goal can be 
met. Most of the early doubts as to 
the Program’s prospects for success 
are giving way to a recognition that 
remote areas and small communities, 
and the members of minority groups, 
may provide a sustaining force to a 
high level of housing activity in the 
years to come. But the job is by no 
means done, and it is essential that 
mortgage bankers and the rest of the 
housing industry continue and aug- 
ment their support. 


>> SUPPORT: Every segment of the 
mortgage lending industry has swung 
into action with full support of 
VHMCP. Commercial banks are be- 
ing urged by ABA’s savings and mort- 
gage division to give it every con- 
sideration and assistance. Joseph R. 
Jones, Division president, in a letter 
mailed to 11,000 banks in smaller 
communities, said ABA “has been try- 
ing to get the government out of all 
business which can possibly be han- 
dled by private enterprise.” 

“There are many ways in which 
the larger bank can be of assistance 
under the Program to the banks in 
small communities where eligible bor- 
rowers may be experiencing difficul- 
ties in obtaining needed credit: 
> By encouraging the smaller cor 
respondent bank to become a partici- 
pating member, thereby eligible to re- 
ceive information and assistance in 
mortgage lending activities from the 
regional committees. 
>> By furnishing the ‘know-how’ of 
processing FHA and VA applications 
for loans under this Program to cor- 
respondent banks in small communi- 
ties and remote areas in need of this 
assistance. 
>> By supplying or assisting in ob- 
taining interim or permanent mort- 
gage financing needed by the smaller 
bank in negotiating loan transactions 
to borrowers eligible under the Pro- 
gram. 
>> By furnishing the ‘know-how’ to 
smaller banks for setting up mortgage 
servicing arrangements to enable them 
to service loans for other investors, 
when means are not otherwise avail- 
able to finance eligible loans. 
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USINESS BAROMETER READING: 





S° FAR this year, consumer de- 


mand has been exuberant be- 
yond the expectations of all but the 
most optimistic. In the first quartet 
of 1955 new houses were being built 
at an annual rate of 1.5 million, and 
new autos were rolling off production 


lines at an annual rate of 8.8 mil- 
lion. 
Pessimists argue that our present 


economic expansion is based largely 
upon abnormally high auto and home 
production, which cannot continue 
for long. They say that sales have 
been kept high by “soft” credit terms, 
and that consumer and home mort- 
gage credit is now stretched to the 
limit. A sharp letdown in home and 
auto production impends, which will 
probably carry the whole economy 
down to a lower level of activity by 
year-end. If it does not do so by the 
end of 1955, then it will in 1956. 

So runs the reasoning of the pessi- 
musts. 

I reject this reasoning because it is 
at odds with the facts. The strong 
demand for new homes and autos is 
mainly the product of two factors: 
First, high and rising consumer in- 
comes, widely distributed; secondly, 
sharp technological advances in the 
design and mechanical features of 
homes and passenger cars, which have 
greatly accelerated the obsolescence 
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A RECORD 
YEAR IN 
1955 AND A 


UTLOOK FAVORABLE 


By NEIL H. JACOBY 


One of the paradoxes of today is that, right in the middle of the 


most prosperous period the country has ever known, there’s quite 


a bit of pessimism around. Mr. Jacoby doesn’t go along with it. 


Here are his reasons. He is Dean of the School of Business 


Administration of the University of California and a former 


member of the President's Council of Economic Advisers. 


of existing homes and automobiles. 
Americans are seizing the new rain- 
bow-hued automobiles off production 
lines and purchasing the new “ranch 
homes of tomorrow” simply because 
they offer much more comfort and 
convenience, and they feel well able 
to afford them. Moreover, the rise in 
consumer expenditures is by no means 
confined to autos and houses. It is 
spread broadly over other durables, 
soft goods, and services as well. 
Even though the number of mar- 
riages will probably fall below 600,000 
a year during the next few years, more 
than four million babies are being 
born each year, causing their families 
to need larger homes. Present Ameri- 
can housing is in large part obsolete 
in design. More than 25 million 
dwellings are now more than 30 years 
old, compared with only 15 million 


1955 


in 1940. If people insist upon homes 
as modern and well-equipped as the 
automobiles they drive—and there are 
some signs they are beginning to do 
so—then the long-term market for 
housing will continue to be large. 
Although outstanding home mort- 
gage and consumer instalment debt 
has been rising, it is not presently at 
a danger point, if we judge this by the 
relation of its amount to consumer 
disposable incomes or by its quality 
as revealed by defaults or reposses- 
sions. Taken in the aggregate, home 
mortgage credit is not over-extended. 
Half of all American homes are held 
free of debt. Mortgage debt amounts 
to about 45 per cent of the value of 
homes on which there is outstanding 
indebtedness. Recent surveys suggest 
that only four out of every 100 in- 
debted homes have obligations 














amounting to 80 per cent or more 
of their appraised value. Having 
noted this, however, it should quickly 
be said that 100 per cent loans are a 
denial of good financial practice and 
it is good that they have been dis- 
continued. 

It appears reasonable to expect 
some let-down during the balance of 
this year in the rate of home and 
automobile production. Yet the basic 
forces of effective demand — urgent 
wants combined with ample incomes 
—continue to be strong, and the re- 
duction should not be large. The 
number of applications already filed 
for FHA commitments and VA ap- 
praisals is so large as to ensure a pro- 
longation of high home-building ac- 
tivity to the end of 1955. It should 
not be forgotten that veterans of 
World War II have only until July, 
1957, to exercise their rights to favor- 
able GI mortgage loans and millions 
of them have not yet done so. The 
rush for GI loans will continue. It 
requires no stretch of the imagination 
to conclude that 1955 will witness the 
production of around seven million 
passenger cars and more than 1.3 
million homes, an estimate which con- 
templates a moderate fall-off from 





present hectic activity during the sec- 
ond half of this year. Meanwhile, it 
may be expected that consumers will 
continue to expand their spendings for 
appliances, furniture, soft goods and 
services. It would not be surprising 
if total consumer expenditures climbed 
to about $245 billion in 1955 as a 
whole, against $232 billion in 1954, 
a rise of around 5 per cent. 

As to business demand for inven- 
tories, plant, and equipment, here is 
a peculiarly sensitive and strategic 
element in the business outlook. The 
most important single change in the 
business outlook has been the recent 
upward revision of plans by business 
firms to purchase plant and equip- 
ment. Early this year, the expecta- 
tion was almost universal that 1955 
would witness a moderate reduction 
in capital spending by business. How- 
ever, the sustained strength of con- 
sumer demand, combined with the 
steady obsolescence of existing plant 
and equipment, has caused American 
businessmen to plan expenditures on 
plant and equipment this year about 
5 per cent higher than those made 
in 1954, according to the most recent 
surveys. Business, government, uni- 
versities, and foundations are now 





“Outstanding home mortgage debt . . . 


spending around $4.5 billion a year 
on scientific research and develop- 
ment. This is continually producing 
new materials, processes, and products 
which render present machinery and 
equipment obsolete and generate de- 
mands for new plant and equipment. 
Capital expenditures by business firms 
are “high-powered” dollars, generat- 
ing more final demands for goods and 
services than dollars spent on con- 
sumer goods. 


Then, account must be taken of 
probable shifts in business inventories. 
Business firms as a group depleted 
inventories to the extent of $3.7 
billion during 1954. A shift was made 
to moderate inventory accumulation 
during the first quarter of this year. 
With firm or rising prices for steel, 
copper, and other primary raw mate- 
rials in prospect, and with another 
round of stiff increases in labor costs 
in process of negotiation, it appears 
probable that businesses will begin to 
anticipate needs for inventories some- 
what farther into the future. If so, 
some inventory accumulation may be 
expected during the last half of 1955. 
This would, of course, add to current 
demand. 
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tion of its amount to consumer disposal incomes or by 










its quality as revealed by defaults or repossessions. 
Taken in the aggregate, home mortgage credit is not over- 
extended. Half of all American homes are held free of 
debt. Mortgage debt amounts to about 45 per cent of the 
value of the homes on which there is outstanding indebted- 
ness. Recent surveys suggest that only four out of every 
100 indebted homes have obligations amounting to 80 
per cent or more of their appraised value. Having noted 
this, however, it should quickly be said that 100 per 


cent loans are a denial of good fenancial practice...” 
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So far as commercial and industrial 
construction is concerned, the outlook 
is for persisting strength during the 
balance of this year. 

The prospect is that gross national 
production will amount to $375 bil- 
lion or more during the current year, 
with the next six months witnessing 
a further expansion in total demand 
at a decelerating rate, and the year 
ending on a rising trend. If this is 
realized, it would that 1955 
would set an all-time record of pro- 
duction, exceeding the previous peak 
year 1953 by about 3 per cent, and 
exceeding 1954 by more than 5 pet 


mean 


into account the fact that economic 
expansion is, through higher revenues 
from personal income and corporate 
profits taxes, bringing the federal 
budget into balance—at least on a 
cash basis—it is hard to see how 
some tax reduction will be avoided. 
Arguments will wax hot over the form 
of tax reduction and whether Repub- 
licans or Democrats deserve credit, 
but tax reduction we shall undoubt- 
edly have. This would, of course, 
add to spendable funds in the hands 
of consumers and business firms. 

>> Second, it is quite likely that 1956 
will witness the initiation of the Na- 


“In the absence of inflationary or defla- 
tionary tendencies, the rule of policy that 





economy with 


the Federal Reserve authorities should fol- 
low is that of permitting the money supply 
to grow normally, which means an increase 
of 3 to 4 per cent each year. 


A growing 
a stable price level requires 


a rising volume of currency and demand 


deposits in banks to transact its business.” 


It would mean that economic 
developments had borne out the pre- 
dictions made last January by Presi- 
dent Eisenhower in his “Economic 
Report” to the Congress. The Presi- 
dent then forecast that the measures 
taken by his Administration to en- 
large the opportunities of private 
enterprise, to revise the tax system 
so as to offer stronger incentives to 
investment, to reduce taxes, and to 
make credit more readily available, 
would combine to produce a strong 
economic expansion this year. 

Looking beyond 1955 and _ into 
1956, one’s vision is less distinct. He 
would be rash, indeed, who ventured 
to put dollar signs beside economic 
prophecies so far ahead. Yet I think 
I perceive some economic forces that 
will probably come into play next 
year, with a constructive effect upon 
the business situation. 


cent. 


>> First, one may forecast tax reduc- 
tion with considerable confidence. The 
political pressure for tax reduction in 
a Presidential will be 
almost irresistible, irrespective of eco- 


election year 


nomic considerations. When one takes 
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tional Highway Program recom- 
mended by the President to the Con- 
gress last January. Whether or not it 
will take the form of a 10-year pro- 
gram involving federal outlays aver- 
aging $3 billion a year and financed 
by bonds issued by a National High- 
way Authority—as suggested by the 
President—-I do not venture to say. 
The principle of expansion of federal 
expenditures on our major national 
highway network by $2 to $3 billion 
a year over the next decade appears 
to be generally accepted. Such ex- 
penditures would add something to 
aggregate demand if financed by cur- 
rent taxes; and even more if financed 
by highway bonds. 

>> Third, one may count with con- 
siderable assurance upon a further 
quickening of the pace of state and 
local expenditures during 1956 of the 
order of two or three billions a year. 
>> Fourth, the McGraw-Hill surveys 
of business plant and equipment plans 
for 1956 suggest that the current 
rising trend of capital spending will 
carry through next year. Businesses 
reported that their present plans for 


1955 





1956 contemplate capital spending 
only 3 per cent less than in 1955. Ex- 
perience shows that preliminary plans 
have always fallen short of final plans, 
and that upward revisions are made 
as the year for action approaches. If 
so, 1956 will witness larger capital 
spending than the current year. 


Finally, it is reasonable to look for 
a prolongation of the economic ex- 
pansion in Europe and the Free 
World in 1956. An enlargement of 
American foreign investment and ex- 
port markets for our products will 
probably buttress domestic demands. 


The economic prognosis I have 
given is optimistic. It assumes, tacitly, 
that we shall be able to keep the 
American economy on the road of 
steady economic growth, avoiding 
both inflationary boom and recession 
during the next year. I think the 
chances of doing so are good; but 
this felicitous result is by no means 
certain. If prosperity is to be sus- 
tained, without price inflation and 
in a free economy, people must con- 
tinue to behave confidently but warily, 
and government must continue to 
exercise a wise and vigilant control 
of its fiscal and monetary responsi- 
bilities. 

We have not yet conquered the 
business cycle. 

The U. S. economy could conceiv- 
ably be subjected to inflationary or 
deflationary shocks by events external 
to our borders, such as war, a sudden 
international move in the direction 
of disarmament, or a severe financial 
or economic collapse in Western 
Europe. Any such event would pose 
difficult problems of adjustment, as 
did the post-Korean reduction in mil- 
itary expenditures. None of them now 
appears likely. 


There are also potential dangers 
in our internal situation against which 
we must guard. Most important are 
the dangers of over-confidence and 
speculation, on the one hand, and 
of inept monetary policy, on the other 
hand. At present, I would rate the 
hazards of an inflationary boom some- 
what higher than those of an eco- 
nomic recession. Yet either is possible. 

History teaches that prolonged eco- 
nomic expansion has often ended in 
a phase of over-confidence and specu- 
lation, producing an unsupportable 
structure of values and rash over-in- 




















vestment in certain fields. As suc- 
cessive obstacles to expansion are 
overcome during the upswing, as one 
after another difficulty is surmounted, 
doubts are dissolved, optimism 
spreads, and popular belief in a “New 
Era” of endless and uninterrupted 
prosperity becomes nearly universal. 
Then, a minor disappointment of 
these rosy expectations occurs. There 
is a rude awakening to economic 
realities. Confidence suddenly col- 
lapses. A spiral of deflationary con- 
sequences can carry the whole econ- 
omy into prolonged recession. 

Those Americans who lived through 
the late ’°20s and °30s as adults are 
not likely to repeat their mistakes. 
But a new generation has since come 
to maturity without such chastening 
experiences and the inhibitions it 
produced. 


Over-confidence could lead to a 
speculative build-up of business in- 
ventories, or to excessive construction 
of certain kinds, or to a runaway 
stock market. So far, economic ex- 
pansion has not been spurred on by 
much inventory accumulation. If 
businessmen generally should expect 
prices to rise and start piling inven- 
tories, the economy could rather 
quickly duplicate its top-heavy inven- 
tory position of mid-1953, and the 
stage would be set for a phase of 
inventory liquidation and economic 
contraction. 


Stock market speculation could 
also produce trouble. For a time, it 
appeared that the Fulbright Commit- 
tee inquiry and higher margin re- 
quirements would curb the exuber- 
ance of the traders. Now, this sobriety 
has waned. Stock prices in general 
do not appear to be dangerously 
high when judged by their relation 
to present and prospective dividends, 
interest rates, or the reproduction cost 
of the assets they represent. Never- 
theless, the buyers of many stocks are 
looking a long way into an uncertain 
future for the returns which alone 
can justify present prices. 

All this means that our monetary 
authority—the Federal Reserve Board 
—confronts a very delicate problem 
of monetary management during the 
next year or so. If possible, the 
Board must steer a careful course 
between monetary ease which would 
feed an inflationary boom and credit 
stringency which would restrain de- 


sirable economic growth. It must try 
to avoid a condition in which credit 
is so cheap and readily available as 
to encourage rapid inventory accumu- 
lation, stock speculation, or reckless 
construction. At the same time, it 
must be careful to prevent the “tight 
money” conditions which could 
quickly choke off the sustainable 
growth of the economy. It would face 
a most difficult problem, if as in the 
late ’20s, a speculative boom in secu- 
rities developed in the face of rather 
restrictive credit policies and stable 
commodity prices. It may also face 
Hobson’s choice, should sharply higher 
labor costs cause inflationary price 
movements as a result of business- 
men’s efforts to restore a proper rela- 
tion between production and profits. 


policy that the Federal Reserve au- 
thorities should follow is that of per- 
mitting the money supply to grow 
normally, which means an increase of 
3 to 4 per cent each year. A growing 
economy with a stable price level 
requires a rising volume of currency 
and demand deposits in banks to 
transact its business. 

Our current economic expansion is 
based upon a widespread attitude of 
confidence in the economic future by 
workers, consumers, investors, and 
businessmen. Government should do 
nothing to impair this confidence, 
because it is soundly based. Yet it is 
equally important to avoid over-con- 
fidence. Let us always remember that 
a free economy is an economy of risk 
and uncertainty. It can inflict loss 


“The economic prognosis | have given is 
optimistic. It assumes, tacitly, that we shall 
be able to keep the American economy on 





the road of steady economic growth, avoid- 
ing both inflationary boom and recession 
during the next year. I think the chances 
of doing so are good; but . . . people must 
continue to behave confidently but warily, 





and government must continue to exercise 


a wise and vigilant control of its fiscal and 
monetary responsibilites.” 


A credit policy which prevented any 
price inflation in these circumstances 
might easily produce a recession in 
production and employment. 

In the absence of inflationary or 
deflationary tendencies, the rule of 








upon the unwary and the complacent, 
just as it can reward with profit the 
skillful and the enterprising. In sus- 
taining prosperity, as in winning a 
war, eternal vigilance is the price of 
victory. 
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A Target to Shoot At— 


Ending the Economic 


Illiteracy of Our People | 


By ORVAL W. ADAMS 


The old adage, “what we don’t know won’t hurt us,” should be turned right around because 


what we don’t know certainly does hurt us. The American people may well be the best in- 


formed in the world but there is a long way for them to go before they can be called an 


economically literate people. A generation has grown up accustomed to deficit financing, 


accustomed to believing that a tax upon a corporation is something separate and distinct 


from a tax upon an individual and accustomed to scores of other economic notions and 


beliefs which affect them adversely without them ever suspecting why and how. Education 


is a powerful influence, a potent weapon, but where it is needed most is in the field of general 


economic welfare. Mr. Adams makes a case for going at it aggressively. He is a former 


president of ABA and executive vice president of the First National Bank in Salt Lake City. 


ONG before the advent of grad- 
LI uated income taxes, Lord Ma- 
cauley warned that our Constitution 
was “all sail and no anchor.” He 
was thinking of the vast power given 
through universal suffrage to an un- 
informed, and in considerable part, 
illiterate electorate. 

Today we recognize that the “an- 
chor” is to be found only in the 
aroused self-interest of an educated 
and informed electorate, cognizant of 
its own true interest, not to be misled 
by demagogues acting the part of 
Santa Claus. 

Today, as perhaps never before, is 
that “anchor” needed, for today the 
electorate is exposed to the risk of 
falling for the false cries of those 
surviving New-Fair-Dealers who 
would misuse the natural effects of a 
return to normalcy to scare the elec- 


torate into a return to the days of 
deficit spending and inflation, with no 
thought of tomorrow. 

A generation has grown up accus- 
tomed to deficit financing, accustomed 
to abuse of the principle of the grad- 
uated income tax, accustomed to be- 
lieve that a tax upon a corporation 
is something separate and distinct 
tax upon an individual in- 
stead of, as in fact it is, an addi- 
tional tax upon the individuals op- 
erating under corporate form. 

These three great clubs in the 
hands of an uninformed electorate 
can lead to the utter destruction of 
our economy. 

When we consider the importance 
of a sound dollar we must recognize 
that it is not to the clergy, not to the 
educator to whom the American peo- 
ple must look for sound information 


from a 
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on which to base their actions. We 
must recognize that as insurance men 
and bankers it is our prime duty to 
build the “anchor” by bringing the 
facts to the knowledge of our savers. 

The savers in the United States 
hold the voting control, and if united 
and informed as to their true in- 
terest, they would build an “anchor” 
that would save the Ship of State 
from the rocks of inflation. It is 
within our power to build that “an- 
chor.” 

Year by year, for the past 20, with 
the exception of two years, savers 
have lost part of their substance to 
the disease of inflation. A fraction of 
the amount so lost would be adequate 
to promote an educational program 
to eliminate the disease. 

Although for years the custodians 
of the people’s savings have been 


—_ 


meeting in convention, formulating 
strong resolutions for the preservation 
of sound money, yet such resolutions 
have been little else than “sounding 
brass and tinkling cymbals.” We have 
talked among ourselves when we 
should have been talking to our 
savers. 

Now is the time to formulate an 
educational program to carry into ac- 
tion the intent of all those well-mean- 
ing and largely forgotten resolutions. 
Not to do so, in the present favorable 
political climate, would be to ignore 
opportunity knocking at the door and 
quite possibly to pass up a last chance. 

Can anyone give a sound reason 
why the life insurance organizations 
and bankers associations should not 
promote such an educational program 
as would accomplish this great service 
to our country, to our savers, and to 
ourselves ? 

“The time is far spent—there is 
little remaining”—to provide dollar 
literacy education to our millions of 


savers. In less than two years there 
will be a general election. The pres- 
ent Administration is attempting to 
restore sound money — a stupendous, 
painful, and politically hazardous 
process. Many of these millions of 
savers are not aware of this fact so 
ably stated by Chairman Martin of 
the Board of Governors of the Fed- 
eral Reserve System, that, “Inflation 
is a sneak-thief—it seems to be put- 
ting money into our pockets when, in 
fact, it is robbing the saver, the pen- 
sioner, the retired workman, the aged 
—those least able to defend them- 
selves. And when deflation sets in, 
businessmen, bankers, workers, suffer 
alike, as most of us here know from 
the early 1930's.” 

That being true, the economic suf- 
fering that will take place during a 
deflationary period after 20 years of 
cruel inflation will not be anticipated 
by those affected. 

The painful experience which is 
necessary and which must take place 





























in order to restore economic sanity, 
will influence votes. If the economics 
of the situation were understood by 
the voters that would not be true. If 
they only knew, the citizenship of this 
great country would be willing and 
anxious to go through a period of 
painful deflation and consequent re- 
cession, in order to restore economic 
sanity, which would be the only way 
to construct a sound platform for a 
new beginning for insurance to save 
what is left of the already 50 per 
cent depreciated dollar. 

Again, “The time is far spent— 
there is little remaining,” and I mean 
remaining for education before the 
next election. The insurance com- 
panies and the bankers—the unoff- 
cial custodians of the savings accounts 
of millions—have a tremendous edu- 
cational task to perform in the transi- 
tion period from inflation to deflation. 

If we fail and the deficit termites 
take over in the next election, it may 
be too late to save what is left of 


The present high and discriminatory 


tax rates tear at the very roots of the eco- 


nomic growth of the country—— 


at the investment in industrial plant and 
equipment, investment in jobs, which 
will be needed on a vast scale to provide 
for our rapidly growing population. 

Our present tax structure adversely affects 
every American—but relatively few 


know it. One plan calls for reducing, 


over a five-year period, individual 
and corporate income tax rates 


to a top rate of 35 per cent. 


It would effect the gradual rate reduc- 
tions while maintaining federal revenues 
and without shifting tax burdens, by 
making use of the additional revenues 
arising from the “growth factor” of our 


economy—about three per cent a year. 


In the five-year period, it is calcu- 


lated, about $9 billion of added revenues, 
at present tax rates, would result from 
national economic growth. This would 
more than offset the amount the reductions 


would cost—an estimated $8.4 billion. 
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the most priceless heritage ever be- 
queathed to a generation. At this 
very moment there is a race being 
run with more vital consequences 
than any other in our time, a race to 
forestall national destruction. 

All sound economists recognize and 
savers should know, that as the na- 
tional debt approaches the nation’s 
wealth, the freedom of action of the 
individual diminishes, the control of 
government increases, the demands of 
government increase, and the possi- 
bility of rebuilding private enterprise 
diminishes. Savers should know that 
the national debt is approaching our 
total national wealth, represented in 
the country’s factories, mines, rail- 
roads, farms, forests, and homes. It 
should be made known to our savers 
that the existing wealth, which is 
constantly wearing out, cannot pay 
the debt; that debt can only be paid 
out of wealth created by future pro- 
duction, by work and sweat in con- 
trast to doles and subsidies. 

We are in the throes of the most 
devastating cold war period of all 
time. The American dollar takes 
on an importance never before ap- 


proached in recorded history. 

The Ship of State now, more than 
ever before, must be anchored to 
honest American money, and any 
world-stabilization plan must also be 
anchored to honest American dollars. 

We are living in a day of para- 
doxes. Ceremonious occasions are 
created to bewail the sad lot of the 
under-privileged and the down-trod- 
den. Men in high places lament the 
inadequate wages of the less pros- 
perous. Mere sponsorship and ad- 
vocacy of higher wages seem to bring 
those in public life both applause and 
promotion, and the expectation of 
being retained permanently on the 
public payroll. Yes, here is the strik- 
ing paradox: 

The very same agencies and the 
very same political leaders who are 
exhausting their store of eloquence 
and shedding tears out of commisera- 
tion for the worker because his pay 
envelope is thin, are largely responsible 
for the vanishing returns upon the ac- 
cumulated savings of our factory 
workers, clerks, teachers, mechanics, 
miners, farmers, and others who look 
forward to their savings to produce 


an income for them, so as to supple- 
ment their personal earnings and 
secure well-deserved comforts and re- 
laxation in their declining years. Mil- 
lions of men and women, our savings 
citizens, depend upon the eventual 
purchasing power of the proceeds of 
insurance policies, and millions more 
who have purchased government 
bonds, if they only knew, would be at 
a loss to understand why “humanitar- 
ians” advocate drastic means of reduc- 
ing unemployment and at the same 
time direct their ingenuity toward low- 
ering the earning power of the billions 
of saved dollars that many of our 
workers have toiled almost a lifetime 
through self-denial to accumulate. 

These millions of people are the 
middle-class folks — the very salt of 
the earth. They should be able to 
look forward confidently to the day 
when our leadership in government 
would be aroused to the gravity of 
this whole situation; when they, our 
leaders, would recognize that em- 
ployed money, if honest, is only em- 
ployed labor in another form. 

We are talking about representative 
labor at a time when the stability of 
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the dollar is threatened by gigantic 
spending for world rehabilitation. 
When it is known that the well-being 
and destiny of all free peoples center 
in the preservation of sound money, 
we can readily understand that the 
problem transcends in importance, 
parties, politics and partisanship. 

All through history, governments by 
debasing their money systems, have 
multiplied their functions at the ex- 
pense of the property, liberty and lives 
of their citizens. Democracies have not 
been spared in this process of exploita- 
tion. Politicians of all persuasions are 
disposed to make public office a per- 
sonal, vested interest. Savers should 
know that parties in power are built 
up and maintained by a common 
practice of feeding their following out 
of the public treasury, creating print- 
ing-press money to do so, giving little 
thought to the vital principle of sound 
money—the cornerstone of represent- 
ative government. They discover that 
it contributes to their perpetuation in 
office to find and to exhaust new 
sources of revenue, to create more un- 
productive jobs as a reward for party 
adherents, to permit more and more 





to fatten on the public payroll, to 
make more and more citizens eco- 
nomically dependent upon the public 
nurse. By prolific spending of printing- 
press money, the New-Fair-Dealers, 
for 20 years were able to entrench 
themselves in office, as a party power- 
ful enough, by the applications of such 
methods, to defeat or crush its op- 
ponents and to modify or nullify con- 
stitutional restrictions so as to extend 
its powers, transforming this represent- 
ative republic almost into a socialistic 
state. This must not happen again, 
and will not if our savers are in- 
formed. 

We hear about the evils of capitalis- 
tic exploitation. If such evils exist, 
and they always have, all informed 
citizens will welcome their removal 
by wise and just legislation. But what 
we should see to is that the hoped-for 
cure is not more malignant than the 
disease. If we are to retain any vestige 
of the consent of the governed, we, 
like our fathers, must stand out 
against any effort further to multiply 


the powers of government. It is this 
vigilance, coming through sound 


dollar-education, which will prove to 
be the price of our liberty. 


American citizens will not wittingly 
accept the establishment of a totali- 
tarian state in this land. They will 
fight it if they are able to recognize 
it as it creeps upon them. There are 
among us, and always will be, some 
who would exchange political liberty 
for what they imagine is economic 
security. In this they ignore the his- 
toric fact that neither economic lib- 
erty nor any other liberty is possible 
without political liberty, the corner- 
stone of which is a balanced budget. 
When will the mass public, millions of 
them our savers who hold the voting 
control, be made to understand that 
solvency is no small matter; that it is 
a sacred thing; that it is the very cor- 
nerstone of the kind of government 
that makes and keeps men free? The 
answer is: When they become in- 
formed through some nation-wide 
plan of dollar literacy education, or 
when, if it is not too late, they them- 
selves are made to feel the full 
burden of the tax and become sorely 
conscious of the fact that they them- 
selves are paying the bills for their 
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alleged security, and that educational 
program is somebody’s responsibility. 


It is rare indeed that even men on 
the watchtower seem able to recognize 
the approaching forces of disintegra- 
tion, and as for the masses, they seem 
never to have been able to identify 
the that to destroy 
sound money on which political, eco- 
nomic, and social liberties are created. 


enemy comes 


The situation not only challenges 
the intelligent, cooperative action of 
education, and the legal 
fraternity, labor. There 
are no labor unions in dictator coun- 


business, 


but also of 


tries. 


Whenever the life- 
blood of a people has been sucked up 


and wherever 
to maintain men in power, to sustain 
a top-heavy with fiat 
money-spending, no matter what name 
it bears, the day of reckoning is at 
hand. Look at the present terrifying 
struggle in the world today as the 
result of the scheming of a few des- 
potic individuals. The dictators who 
seemed to control the destiny of Eu- 
rope were not self-elected. They were 
They came into power be- 
cause of the situation which had been 
created through the years, culminat- 
ing in the very things that are now 
transpiring, in the tragedies that are 
still rocking the very foundations of 
civilized society. Possessed of 
perior power of persuasion, coupled 


government 


invited. 


a Su- 


with native political sagacity and a 


burning passion for power, these men 
witnessed the helplessness of those in 
power and recognized that their day 
had arrived. They saw before them 
the beckoning seats in high places, 
made vacant by the breakdown of 
solvent government. 


We shivered at the first sight of 
uncontrolled spending; we, too many 
of us, then came to endure it; and 
now we have embraced it. That is 
what was responsible for the rearing 
of a debt structure, even before the 
advent of World War II, of such 
unprecedented size that unless soon 
halted, will pass the stage of safety 
and solvency, and this governmental 
system must, of its own weight, col- 
lapse, leaving among its ruins 150 
years of free agency. 

I fear the fate of the American 
dollar for another reason. Politicians 
promise full employment—an impos- 
sible pledge to carry out. When legis- 
lation is introduced into the Congress 
to provide full employment it should 
be labelled, “A Bill Providing for the 
Destruction of the American Way of 
Life Through Money Debasement.” 

Our forefathers recognized that 
only when people are informed, when 
they discern, are they able to exercise 
the voting privilege wisely and effec- 
tively in their own interest and for 
the perpetuation of their own rights. 


They knew of men’s lust for power; 


that once entrenched, they reluctantly 
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yield their positions; that they create 
situations to perpetuate themselves in 
control; that they surround themselves 
with hungry hangers-on; that they 
build up a vast ever-encreasing, tax- 
consuming army of servile public 
employees—bureaucrats and agencies 
—that by means of lavish contribu- 
tions taken from the pockets of the 
people, by a systematic erosion of the 
public treasury, individuals, states, and 
their political subdivisions can all be 
made to relinquish their time-hon- 
ored, independent prerogatives in 
favor of an ambitious central govern- 
ment. 


Those men had seen how human 
nature operates; how easily people 
can be fooled and sold down the 
river; how readily they can be be- 
trayed. Out of the wealth of their 
wisdom and their power of discern- 
ment they gave to us that unprece- 
dented instrument of human liberty, 
the Constitution, providing, among 
other things, that the spending power 
shall be invested in the House, the 
true Representatives of the people. 
It had been burned into the hearts of 
the Founding Fathers that any de- 
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parture from this fundamental of free 
government would be the beginning 
of the end of that free government. 


Savers should know that in no other 
country on earth could sound prin- 
ciples of economics have been so 
ruthlessly violated. Thanks to ou 
endless and apparently inexhaustible 
resources, we have been able, up to 
now, to meet our obligations and to 
remain solvent. The best proof that 
the American pattern of government 
is sound is that it was able to endure 
in the prewar years under the greatest 
orgy of peacetime spending that any 
government in any period had ever 
attempted in the history of civiliza- 
tion, and then become the arsenal 
and treasury of democracy, to save 
the world. 

Men will not struggle to save if 
they know that they are ultimately to 
be denied the fruits of their labors. 

No trick of logic will ever be able 
to destroy that human trait. That 
fact is known to those in power. As 
individuals and as classes we are rap- 
idly losing our national outlook. Our 
group-consciousness has brought about 
group-greed. We have proved that 
we can be purchased, big business 
included, and silenced by carefully- 
planned doles handed out to us by 
some branch or other of that great 
philanthropic agency which we call 
our central government. 

Our protests against the unlimited 


outpouring of borrowed money grow 
fainter and fainter. States and their 
local subdivisions are losing their con- 


stitutional autonomy. Federal projects 


and grants have done their work. 
Even branches in our national govern- 
ment, set up under the Constitution 
to maintain the balance of power, 
have shown their willingness to abdi- 
cate under the manufactured declara- 
tion that there exists an extreme 
emergency—the recognized spring- 
board and impliment to despotism. 
Thus we have abandoned many of 
our time-honored constitutional safe- 
guards. Through the creation and 
operation of numerous, ever-increas- 
ing alphabetical agencies and com- 
missions, many exercising undisputed 
legislative, executive, and judicial 
powers, there has resulted a delegation 
of authority of such proportion that 
the constitutional pillars of govern- 
ment have largely been eaten away. 

We, of the insurance and banking 
professions, should stimulate and par- 
ticipate in a needed, fact-revealing 
process of education of the masses. 

We should know, after nearly 20 
years of federal deficits, that our most 
dangerous foe is not to be sought 
under foreign flags, but here at home. 
Deficit —- America’s number one 
national menace—has already done 








tragically destructive work. The emer- | 
gency demands prompt, decisive, edu- | 


cational action. 
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...and so “Orleans” 
became LOUISIANA 


Because Napoleon desperately needed 
cash in 1803, France sold the entire 
Mississippi Valley to the U.S.A. for 
$15,000,000 (estimated value today, 
more than 20 billions!) 

The Louisiana Purchase—consum- 
mated by James Monroe and Robert 
Livingston, under President Thomas 
Jefferson—gave us not only Louisiana, 
but also major areas of 12 other states 
from Arkansas to Montana. All this 
for about 4¢ an acre, and mere pennies 
never went further! 

Louisiana's early leaders made a 
few words go a long way, too, when 
they emblazoned upon their State's 
Great Seal, this motto: "Union, ]us- 
tice, Confidence.” 


A “Great Seal” of the insurance business 
is PACIFIC NATIONAL'S, below, 
token of streagth, stability and service 
to Agent, Broker and Assured. 
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Report to the Members 


1. MORTGAGE CREDIT INFLATION 


Let us see how much mortgage credit inflation we have had. In 1935 we were 
making, on the average, 50 per cent loans on residences. We have gone to 100 
per cent loans on the top side in the year 1955. The loan-to-value ratio has, there- 
fore, gone up 5 per cent per annum for 20 consecutive years. Housing costs have 
contributed to mortgage credit inflation. Let us see how much. A $7,500 house in 
1940 costs $18,750 today. Costs are up 16 per cent per annum for 15 consecutive 
years. 

The impact of these two figures is startling. The mortgage debt is up 300 per cent over 1940. Think of it, 
20 per cent per annum increase for 15 consecutive years! Can this continue year after year? Probably 
not in the residential-loan field. 

Now how much more mortgage credit inflation is coming? Let us simplify the answer and go right to the 
heart of the cocoanut—as much inflation as is needed to keep business moving ahead. If the 100 per cent 
residential loan is the limit in that area, where will credit inflation be applied to even approach 20 per 
cent per annum? It must come in other areas of the economy. Pending legislation points to these areas: 
medical facilities, schools and colleges, trailer parks, housing for old people, etc. Why not add industrial, 
hotel, motel, commercial, etc., for they will all come in for more credit inflation if it is thought to be necessary. 


2. THE REAL ESTATE CYCLE 

Mortgage men are familiar with the past regular swings of real estate activity as graphically shown on nu- 
merous charts. A few old fuddy-duddies point out that we are overdue for a violet drop. Many Johnny-come- 
lately’s say that the drop will never come. Somewhere in between these two views must lie a reasonable 
expectancy. Cycles were briefly discussed at the Educators’ Conference which MBA conducted at the Uni- 
versity of Michigan, attended by some 30 deans or their associates from schools of business administration. 
It was pointed out that the paternalism in government and an economy now regulated by government might 
eliminate cycles; that the philosophy that “bad had to be repeated, or that good had to be balanced with 
bad” was fallacious. 

The educators reminded everyone that men were free in our country to build more houses than were needed 
if they wished to do so, that they were capable of doing so, and that the profit motive was still strong in 
the human mind; that human nature was not quick to change; and that excesses must be prevented in order 
to level out cycles. The conclusion seemed to be that wide economy swings of years duration would not 
suddenly level out; that improved motives, education, and better governmental techniques such as the Federal 
Reserve and Treasury Department have displayed on many recent occasions, could and might eventually 
level out economic hills and valleys, and in so doing soften the anguish and suffering of our people from 
these heretofore violently changing conditions. 


3. SERVICING IS THE FOUNDATION FOR YOUR EXISTENCE 


Underwriting a loan and servicing it are the foundations on which you exist as a mortgage banker. The 
insured loan system has automatically appropriated the underwriting function for government. This evolu- 
tion makes servicing even more important as a function of mortgage banking. It is a function too often 
neglected. Many engaged in the mortgage business have serviced loans only under boom business conditions. 
While we may hope and work that no poor conditions shall again prevail, let us not be so naive as to think 
that they might not prevail, at least in some degree. Like a soldier, the mortgage banker should be prepared 
for battle in servicing, even though he hopes that war may not come. See that you are doing a bang-up job 
of servicing, otherwise your right to existence, at least in the insured loan field, is gone. I hope you will 
pardon me for adding that it is still legal to make conventional loans where you may exercise the full func- 
tion of a mortgage banker and underwrite as well as service. 


Clee ae 


WALLACE Morr President 
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President 
Wattace Morr, President, Wallace Moir Company, 
130 El Camino, Beverly Hills, California. 


Vice President 

LINDELL Peterson, President, Chicago Mortgage 
Investment Company, 209 South La Salle Street, 
Chicago. 

Secreiary-T reasurer 

Georce H. Patrerson, Mortgage Bankers Associa- 
tion of America, 111 West Washington Street, Chicago. 


Assistant Secretary-Treasurer 
FranK J. McCase, Jr., Mortgage Bankers Associa- 
tion of America, 111 West Washington Street, Chicago. 
Controller and Director, Department of Accounting 
and Servicing 
W. James Metz, Mortgage Bankers Association of 
America, 111 West Washington Street, Chicago. 
4 
General Counsel 
SaMUEL E. Nee, Mortgage Bankers Association of 
America, 1001—15th Street, N.W., Washington, D. C. 
Assistant Director, Department of Accounting and 
Servicing 
Epwarp J. DeYounc, Mortgage Bankers Association 
of America, 111 West Washington Street, Chicago. 
Director, Education and Research 
Lewis O. Kerwoop, Mortgage Bankers Association 
of America, 111 West Washington Street, Chicago. 
Assistant Director, Public Relations 
Rosert J. Beran, Mortgage Bankers Association of 
America, 111 West Washington Street, Chicago. 
v 


COMMITTEE CHAIRMEN 
Executive 
LINDELL PETERSON, President, Chicago Mortgage 
Investment Company, 209 South La Salle Street, 
Chicago. 
Clinic 
Joun F. Austin, Jr., President, T. J. Bettes Com- 
pany, 616 Fannin Street, Houston. 
Conventional Loan 
Lon WortH Crow, Jr., Executive Vice President, 
Lon Worth Crow Company, 55 S.W. 8th Street, 
Miami. 
Educational 
Water C. Netson, President, Eberhardt Company, 
207 South 6th Street, Minneapolis. 
Farm Loan 
A. L. Bart.ett, Jr., Vice President, Bartlett Mort- 
gage Company, 815 Felix Street, St. Joseph, Missouri. 
FHA 
FRANKLIN D. Ricuarps, Vice President, Richards, 
Alstrup and Redman, Inc., 712 Washington Building, 
15th and New York Ave., N.W., Washington, D. C. 





Finance 
Tuomas E. Lovejoy, Jr., President, The Manhattan 
Life Insurance Company, 120 W. 57th St., New York. 


Financing Minority Housing 

James W. Rousse, President, James W. Rouse & 
Company, Inc., 14 West Saratoga Street, Baltimore. 
Gl 

B. B. Bass, President, American Mortgage & Invest- 
ment Company, 101 First National Building, Okla- 
homa City. 

Insurance 

Georce H. DovENMUEHLE, President, Dovenmuehle, 
Inc., 135 South La Salle Street, Chicago. 


Legislative 
J. W. Jones, Jones-West Mortgage Company, Rio 
Grande National Building, Dallas. 


Membership 

R. C. Larson, Executive Vice President, C. A. Lar- 
son Investment Company, 348 North Camden Drive, 
Beverly Hills, California. 


Membership Qualifications 
E. R. Hatrey, President, General Mortgage Cor- 
poration of Iowa, 1021 Fleming Building, Des Moines. 


Mortgage Servicing 
Frep K. Corpes, Vice President, The Bowery Savings 
Bank, 110 East 42nd Street, New York. 


Pension Fund 
Rosert E. Goupssy, President, Jersey Mortgage 
Company, 280 N. Broad St., Elizabeth, New Jersey. 


Redevelopment, Conservation and 
Rehabilitation 

Ferp Kramer, President, Draper and Kramer, Inc., 
33 West Washington Street, Chicago. 

Publicity 

LinDELL Peterson, President, Chicago Mortgage 
Investment Company, 209 South La Salle Street, 
Chicago. 


Research 
Rosert H. Pease, President, Detroit Mortgage and 


Realty Company, 333 West Fort Street, Detroit. 


Resolutions 
Brown L. WHat Ley, President, Stockton, Whatley, 
Davin & Company, Corner Bay and Laura Streets, 
Jacksonville. 


Trust 
FRANKLIN BrigseE, Vice President and Treasurer, 


The Minnesota Mutual Life Insurance Company, 
156 East Sixth Street, St. Paul, Minnesota. 

Young Men’s Activities 

Witu1am H. Oster, Vice President, W. A. Clarke 
Mortgage Co., Second and Locust Streets, Harris- 
burg, Pennsylvania. 
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Those Special Charges to Borrowers 


Here’s a question by a life company official which has not 


come up before in these discussions: the problem of spe- 


cial charges to the borrower after sale to an investor, the 


propriety of them, the amount and the investor's interest. 


HERE is a mounting problem 

of charges made by the mortgage 
banker to the borrower for special 
services rendered after the loan has 
been closed and sold to an investor. 
It is questionable whether such 
charges should be made. Likewise, in 
cases where charges might be justified, 
there is the question of fee. 

Of course, there is no question of 
the borrower’s obligation to reimburse 
the corespondent for out-of-pocket ex- 
pense. The fees in question are those 
retained by the correspondent as addi- 
tional compensation for loan servicing. 
Borrowers, investors and correspond- 
ents will each see this situation, 
naturally, in a different light. 

The borrower may not understand 
the situation well enough to determine 
the need or propriety of charges; in 
many instances he will accept them 
without noticeable objection. How- 
ever, if service charges are 
numerous or unduly high, public re- 
sentment against the correspondent 
and the investor is likely to mount. 
There are always a few borrowers, 
at least, who do not accept all prac- 
tices as a matter of course and often 
put their objections directly to the 
investor in demands for relief. In 
cases, they even report the 
circumstance to public officials. Some- 
times such reports may be unjustified, 
or at least badly colored. Nevertheless, 
the borrower is a political ward to 
be protected and favored, and cor- 
porate restrictions are popular with 
many legislators. 


extra 


some 


The institutional investor values 
highly good public relations; they 
may be the foundation of its entire 
operation. Therefore, they are essen- 
tial to success and must be preserved. 
Any deviation from professional ethics 
cannot be tolerated. As a result, the 
investor’s viewpoint towards special 
service charges made to its mortgag- 
ors may differ from that of the cor- 
respondent, and more nearly coincide 
with that of the borrower, though for 
different reasons. Furthermore, is it 
unreasonable for the investor to con- 
sider the fee it pays to the correspond- 
ent for servicing the loan to be in 
full payment for handling not only 
routine loan payments, but for all 
other services necessary for the life 
of the loan, routine or otherwise? A 
change of ownership, a statement of 
account, substitution of an insurance 
policy before expiration or a delin- 
quency may never occur during the 
life of many loans; but, certainly, at 
the outset it is a foregone conclusion 
that one or more of these, or other 
services, will be necessary for a por- 
tion of the loan portfolio. It may be 
questionable, therefore, to assume that 
such services are unusual and not 
compensated for in the service fee 
paid by the investor. 

The correspondent might easily 
consider special service charges of 
reasonable amounts in a somewhat 
different light. Charges of this nature 
may be the rule in his community; 
consequently, they would have general 
acceptance as a proper practice. Un- 
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der such circumstances, the corre- 
spondent may consider himself the 
rightful beneficiary of any such addi- 
tional servicing income during the 
life of the loan, permitting it even 
to influence his decision in the original 
sale of the investment. Certainly, a 
sale, wherein the servicing follows 
the Joan, will normally demand a 
higher price than one wherein the 
servicing is retained. It would be 
interesting to know just how impor- 
tant these extra service fees are to 
the correspondent; and whether they 
affect materially his decisions in the 
placement of loans with investors, 
some of whom may prohibit or restrict 
the charges. 


Past surveys indicate that the prop- 
erly managed mortgage office can 
service, at a fair profit, an account 
of $3 million or over with a one-half 
per cent service fee. If a mortgage 
banker cannot operate the servicing 
phase of his business within the in- 
come provided by the service fees to 
which he has agreed with his investor, 
his chances for survival are not good. 


All institutional investors should 
give serious thought to this practice 
of additional servicing fees, with the 
idea in mind of controlling or policing 
a trend which, though perhaps not 
seriously out of proportion in most 
areas at present, is a potential threat 
to good public relationship and an 
invitation to more governmental su- 
pervision, particularly FHA and VA. 
The correspondent’s future is equally 
involved, and he should be as fully 
cancerned. He should review the 
practice of his office, eliminate any 
questionable service charges and keep 
within reasonable limits the amounts 
of such charges which may be con- 
sidered proper. 

It seems that no investor should 
object to a charge made to the bor- 
rower when the correspondent pro- 
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vides special assistance which the 
borrower otherwise would be required 
to purchase elsewhere, such as legal 
service of a staff attorney. Perhaps 
there are other exceptional services 
demanded by the mortgagor, as in 
the transfer of his property, where 
the correspondent may be of con- 
siderable assistance and deserving of 
pay. Sometimes, a well-planned 
charge may even correct an habitual 


nuisance act of the borrower; for in- 
stance, the late charge encouraged by 
both FHA and VA. 

In any event, it must be conceded 
that this is a problem shared by the 
correspondent and the investor; and, 
therefore, one of which both parties 
should be well aware. They should 
be in agreement on servicing charges 
made to the borrower, in whom both 
are interested. 


Make Confidence Your Stock in Trade 


Elementary, you say—twhich is what this life company official says 
too; but after all the other factors making for a good correspondent- 
investor relationship have been considered, the most important one 


is confidence 


F EQUAL importance to pro- 

ducing the business is placing 
the business. How then is the mort- 
gage banker’s production improved 
through his relations with his in- 
vestors? 

Before digging into this subject, 
I'd like to recall an incident which 
occurred in our office recently. I 
happened to be the first person on 
our staff to review a certain loan 
application from one of our active 
correspondents. It turned out that, 
in several respects, this loan did not 
measure up to our usual underwriting 
standards. I recommended that the 
loan be declined and then passed it 
on to an associate. The loan pro- 
ceeded through our usual channels, 
and, to my complete surprise, re- 
turned okayed for commitment. When 
I raised a question, one associate’s an- 
swer was that he would accept any 
loan submitted with the personal rec- 
ommendation of this particular cor- 
respondent. I should like to emphasize 
the “personal recommendation” as- 
pect of this incident. Obviously, this 
is not an everyday occurrence, since 
we do review carefully every loan that 
comes into us. 

What must a correspondent do 
to inspire such confidence? Isn’t this 
a single incident which we would 
enjoy seeing multiplied in the indus- 
try? I believe the same practices 
which led to a relationship such as 
this can be applied to improve all 
investor-correspondent relations, and 
in so doing, have a direct effect on 
production. 


-which is something that must be carefully built. 


How then does production enter 
into the subject? Any change which 
can improve service, especially from 
the time aspect, between correspond- 
ent and investor must in turn benefit 
the correspondent’s client, whether he 
be builder, realtor or the man off the 
street. I assume that because com- 
petitors must offer similar terms to 
prospective clients, prompt and ef- 
ficient service must be one of the 
important keys to obtaining and re- 
taining these clients. Let’s consider 
principal sources of delay, misunder- 
standing and irritation between in- 
vestor and mortgage banker — items 
which prevent efficient service and 
presumably lose repeat business. 

I would like to avoid spelling out 
those factors which we all know 
should make up a proper loan sub- 
mission. Instead, I will dwell on the 
exceptions to what we consider a 
satisfactory submission. These errors 


and omissions appear daily—far more 
often than you might suspect. It’s 
probably most practical to consider 
separately project type submissions, 
which require a blanket commitment 
from the investor for later individual 
commitments to acceptable buyers. 
On such submissions, we often find 
incomplete subdivision information— 
in effect those items which tell the 
investor that this is the right house 
for the area. At the stage of indi- 
vidual commitments, a flow of second- 
rate borrowers causes haggling and 
rejections and detracts from what 
could have been a clean-cut, mutually 
beneficial deal. Is this because the 
mortgage banker is not properly 
screening applicants? Or does he not 
wish to disturb the builder through 
weeding out prospective borrowers 
who would be over their heads as far 
as debt service is concerned, thereby 
losing sales? Or is it the pressure of 
wanting to be out from under con- 
struction loans? 

Has the mortgage banker really 
pinned down the business, or will the 
builder in a changing market, deliver 
his loans elsewhere at a better price? 
You may say this doesn’t happen, but 
I can recall a recent situation in Balti- 
more in which just that happened. 

Let’s next consider submissions in 
general—to individual purchasers or 
one-at-a-time builders. I can think 
of numerous submissions which have 
been marred by inconsistencies: for 
example, an application’s quoting a 
sale price different from the contract 
of sale, or the borrower’s income in- 
dicated as one amount in the applica- 
tion and another in the verification 
of employment or credit report, or 
omission of tax and insurance in- 
formation, making it virtually impos- 
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sible for the investor to determine 
the ratio of carrying cost to income 
this being a most important factor in 
our underwriting formula. 


Many loans which turn out to be 
quite acceptable have unusual items 
needing explanation. Recently, a cor- 
respondent, whose submissions were 
quite inadequate in this respect and 
were requiring many wires and phone 
calls to clear up confusing points, 
came up with this solution. After 
complaints from our end, he ordered 
his submission expert to forward no 
more loans without at least a two- 
page covering letter. We've all had 
many laughs over this solution, and 
we haven’t held them to two full 
pages; but much time and effort has 
been saved by this little extra effort 
to recognize and explain or justify 
weaknesses or departures from pattern. 

Possibly one of the most important 
aspects of our relationship is mutual 
understanding of acceptable stand- 
ards. Certainly one of the first con- 
siderations, when an investor and 
mortgage banker enter into a servicing 
agreement, is to determine the volume 
that can be absorbed by the investor 

preferably on an even flow basis, 
rather than by in-and-out-of-the-mar- 
ket activity — and, vice versa, how 
much the correspondent can actually 
produce; also, the types of loans which 
are acceptable. It is interesting to 
note how many loans come into our 
office which do not fall within the 
very basic standards or patterns which 
we have established, and which, in- 
cidentally, we try to hold to a mini- 
mum for flexibility. We can mention, 
without going into detail, other causes 
of delays and ruffled feelings such as 
improper screening of applicants, 
loans not rigged to the best advantage 
of all parties initially and appraisals 
which are inconsistent with prior sub- 
missions. We do recognize that in 
some instances a correspondent needs 
ammunition in the form of an in- 
vestor’s rejection in order to secure 
more realistic loan terms. 

The clean-cut submission, set up by 
mutually agreeable and understood 
standards, serves the correspondent 
and in turn his client; and, presum- 
ably, it aids his future production and 
efficiency. I'd like to mention one 
other factor which is outside of the 
specific area of loan presentations, but 
rather is an office management prob- 


lem. We've had experience with per- 
fectly capable, well-informed mort- 
gage men who have not had the 
foresight to provide depth of man- 
agement in their offices in the form 
of key personnel who can assume au- 
thority in the event of the owner- 
manager's retirement or passing. Such 
a situation causes a lack of long-term 
confidence in an office which, poten- 
tially, could be a high producer of 
quality business. Equally guilty is the 


mortgage man who carries his office 
in his hip and vest pockets and in 
his mind. 

Confidence in the correspondent 
leads to higher quotas, possibly broad- 
ened standards of acceptance and, 
certainly, more prompt service from 
the investor. We are firm believers in 
a perpetually active relationship, with- 
in the bounds controlled by our size, 
and we expect the correspondent to 
keep us informed of the real estate 
activity and market in his locality. 


Nine Guideposts for Each Party 


HE articles voicing various opin- 

ions of home office people, as well 
as those of the correspondent, with 
reference to their mutual problems, 
have been thought provoking and 
have interested me to the point where 
[ think it proper to review briefly this 
investor-correspondent relationship. 

Historically, this system goes back 
many years. The fact that it has been 
successful testifies to those who insti- 
tuted and nurtured it to its present 
position of importance. It is true 
that the system received its greatest 
impetus with the advent of the FHA- 
VA programs; it must be admitted, 
however, that the basic philosophy of 
this marriage was well conceived and 
well tried and tested before its present 
growth. 

Basically, this is a system which, 
as its main function, supplies mort- 
gage and real estate investments to 
the long term investor. It services 
these investments and, generally, acts 
as agent for the investor, protecting 
his interests in every way. 

This being so, what does an investor 
look for when selecting a correspond- 
ent? Among the many qualifications 
necessary, I believe we can list the 
following as perhaps the most impor- 
tant: 

1. Loyalty to the investor and to 

his profession. 

2. Efficiency and accuracy of op- 

erational methods and forms. 

3. Properly trained, efficient and 

courteous personnel. 

+. Ability to secure a proper di- 

versity and volume of invest- 
ments to meet the investor’s 
requirements. 
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5. Ability and willingness to pre- 
pare proper submissions, includ- 
ing any and all pertinent data. 

6. Ability to prepare proper ap- 
praisals, including all data. 

7. Ability to properly service closed 
investments. 

8. Ability and desire to keep in 
touch with the home office. 

9. One whose other investors are 
interested basically in the same 
types of investments and who, 
generally, complement one 
another. 


Now what does a correspondent 
look for when he makes his arrange- 
ments with an investor? I think the 
following are important enough to 
list: 

1. Loyalty to him and proper pro- 

tection of his territory. 


nN 


Efficiency of operations, mini- 
mum of red tape. 


3. Properly trained and coopera- 
tive personnel. 


4. Quick decisions and efficient 
service. 


5. An interest in a wide diversity 
of types of investments. 


Competitive rates and terms. 
A constant source of funds. 
Simple forms and methods for 
submissions and service. 

An alert and cooperative legal 
staff. 


I’m well aware that these require- 
ments are not all inclusive, but I’m 
certain that if most of them are 
present there will be no doubt about 
the success of any investor-correspond- 
ent relationship. 
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“My Principals Are Just Fine But . 


There is room for improvement, 





99 


improvements which the 


home offices could make: Give the mortgage loan departments 
more authority, abandon the very rigid conventional loan pat- 
terns, keep up to date and adapt new and improved methods 
and procedure and spread out to small, nearby communities. 


N THE years I have worked with 
home offices I have had little 
justification to complain of the treat- 
ment received. Mainly they have been 
more than fair; however, as with the 
correspondent, there is room for im- 
provement. 

A few of the areas where home 
office improvements could be made: 
>> Give the mortgage loan offices 
more authority. Most mortgage loan 


offices are thoroughly familiar with. 


their correspondent, the territory in 
which he operates, peculiarities of 
the area, etc.; yet his recommenda- 
tions based on years of experience and 
detailed study of a given proposition, 
are often ignored in Finance Com- 
mittee meetings by a member who 
has given little thought to the propo- 
sition. 

>> In conventional lending, abandon 
the practice of following rigid loan 
patterns. A safe loan with an ade- 
quate return is a good loan regardless 
of pattern. Many excellent loans are 
declined for no reason other than it 
does not fit a prescribed pattern, 
while loans of questionable quality 
can be easily placed if they fit the 
“pattern.” 


>> Make loans in the smaller, nearby 
towns if servicing can be done eco- 
nomically and properly. Many loan 
applications offered to us have been 
from good credit risks on highly de- 
sirable terms because of lack of financ- 
ing facilities in such towns. 


>> In the insured loan program it 
goes without saying that few insured 
loans would be attractive without the 
government guarantee; yet in spite of 
the guaranty, most investors have 


added a great many extra require- 
ments which, in some cases, defeat the 
purpose of the program and lower the 
quality of the loans. As an example, 
[ have preferred to make a 100 per 
cent VA loan to an applicant with 
sufficient funds to cover the usual 
“moving in” expenses, such as addi- 
tional furniture, rugs, curtains, etc., 
than secure a 5 or 10 per cent down 
payment and have the applicant go 
in debt for these items on a relatively 
short term basis—which is what usu- 
ally happens if all of his funds are 
used for a down payment. I believe 
that an investor could cooperate fully 
with the government’s insured loan 
program any time it produced good 
housing that would materially raise 
the country’s housing standards for 


the people able to own and occupy 
such property. This program, when 
compared to public housing—one al- 
ternative offered by a large segment 
of the government—has many obvious 
advantages. 

>> Take advantage of improved 
methods, procedures, etc. which have 
been tried and found to be good by 
other investors. Most investors are 
slow to make any change in their 
methods, but insist on doing things 
the way they have always done them. 
I realize that some changes cannot 
be made because of laws and regula- 
tions in the various states; but where 
changes can be made, they should 
be for the benefit of every one con- 
cerned. These improved methods and 
procedures include standard forms for 
applications, appraisals and submis- 
sions, methods of making remittance 
reports and a method of computing 
compensation for servicing. I espe- 
cially like a “level participation” for 
servicing which in my opinion is bene- 
ficial to both the investor and corre- 
spondent. 





Make Sure of MAXIMUM Title 
Protection in Wisconsin 


© Whether lending, buying or selling, secure the 
advantages of truly comprebensive title insurance 
—through policies issued by the Title Guaranty Company of Wis- 
consin. More than adequate resources, plus thorough knowledge of 
our home state, plus years of experience . . . 
and utmost protection in all your Wisconsin real estate transactions. 


TITLE GUARANTY COMPANY 


Unit of Wisconsin Bankshares Corporation 
734 North 4th Street, MILWAUKEE 3, WISCONSIN 


ESCROW SERVICE, Milwaukee County 


OF WISCONSIN ... 


TITLE INSURANCE, Statewide . . . 








add up to efficient service 
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Must EnableCorrespondentsto Compete 


What the correspondent-investor relationship needs as much as anything 


else is better planning and organization to enable the former to 


compete more effectively for the available mortgage business—and 


this correspondent has some suggestions as to how it can be done. 


S THE time near when funds seek- 
| ing mortgage investment will be 
greater than the supply of mortgages? 
The following are some of the rea- 
sons why this condition might soon be 
here 


>> Corporate expansion might be 
tapering off now to a point where the 
normal expansion can be met from 
corporate surpluses or accumulated 


depreciation. 


>> City and state governmental bor- 
rowings should recede in a large sec- 
tion of the United States. 


>> Trust funds of government subsid- 
iary corporations and programs might 
take up deficit financing, if any, dur- 
ing the immediate years ahead. 

The assets of life insurance compa- 
nies should continue to grow and, 
therefore, their funds for investments 
will increase at a time when obliga- 
tions of governments become less and 
less available. 

Some other factors that must be 
considered when we think in terms 
of the volume of mortgages available 
to life insurance companies in after 
years are: 
>> Commercial banks in the average 
community will increase in assets; reg- 
ulatory bodies will no doubt allow 
them more leeway in making mort- 
gage investments for their portfolio. 


>> Savings banks and savings and 
loan associations will continue to grow 
in size and new ones will be formed 
in the average community. 


>> The building of residential and 
commercial properties will not equal 
the pace of the past few years, with 
the result that a smaller supply of 
mortgage investments will be avail- 
able in a large section of the country. 

When these factors become opera- 
tive, the funds available for mort- 
gage investments will be equal to, or 
almost equal to, the demand for mort- 


vage funds in the average American 
city. 

Assuming that the return on mort- 
gage investments will continue to be 
attractive for life company funds and 
that the correspondent system is the 
most practical avenue through which 
to invest these funds, it is paramount 
and urgent that we get started now 
on a program of procedure and busi- 
ness practices that will allow the cor- 
respondent to compete successfully 
for mortgages in the average com- 
munity. Some of the steps that should 
be taken by the life companies are: 


>> Re-evaluate each mortgage cor- 
respondent’s organization: (a) Its 


standing in the community; (b) its 
personnel; (c) its available capital; 
and (d) its aptitude for the mortgage 
business. 


From this evaluation the corre- 
spondent should be asked to make 
such changes in its personnel, or busi- 
ness practices, as would be indicated. 


>> Life companies should make avail- 
able to the corespondent the methods 
of evaluating real estate that are ac- 
ceptable to them. They should pro- 
vide square foot costs of all types of 
property on which they will make 
loans and keep these cost factors up 
to date for the correspondent. This 
method would provide the home office 
and the correspondent with identical 
factors in making appraisals. 


>> Investment committees of life 
companies should clearly describe the 
type of property on which they will 
make loans and the amount of loan 
they will make to value found. 


>> Life insurance investment com- 
mittees should clearly define the ratio 
of monthly payment to the income 
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of the mortgagor that they will recog- 
nize in applications. 

The reaction to these suggestions 
by home office personnel might be, 
“Well, we are doing this now.” How- 
ever, most correspondents feel that 
their loan submissions are turned 
down by investment committees many 
times for no good reason. Therefore, 
investment committees and home of- 
fice personnel should take another 
look at their home office procedure to 
the end that the correspondent may 
proceed with confidence in soliciting 
mortgages for their account. 

To keep life insurance company 
funds competitive for mortgages in 
local communities, investment com- 
mittees should give serious considera- 
tion to the following: 
>> Waive the prepayment privileges 
or minimize them to a point where 
the average mortgagor will not be 
fearful of their consequence and com- 
petitive local lending institutions can- 
not use them to alienate the mort- 
gagor. 
>> Forego the funds they receive for 
prepayments of mortgages as this item 


causes the greatest loss of good will 


to the company and correspondent. 
In other words, if there is a valid 
reason to accept payment in full, do 
so. Don’t place the transaction on a 
dollar basis. 

>> Strive to place the corespondent 
in a position of making immediate 
commitments on their behalf as is 
legally and practically possible. A 
study should be made as to how far 
these committees can go in this di- 
rection. 

>> Set patterns for properties on 
which mortgages will be acceptable 
on a community basis rather than the 
nation as a whole. Many companies 
now set a national pattern, usually 
based on residential properties in the 
finest residential sections of cities, that 
cannot be applied to industrial com- 
munities. 

The survey just completed by the 
MBA Research Committee proved, 
beyond doubt, that correspondents sel- 
dom now receive the “first look” at 
mortgages in their community. Gen- 
erally, this “first look” is now going 
to other financial institutions. We 
must meet this situation as it is of 
great importance to the life company 
and the correspondent. 


RE PREPAYMENTS: An official of the 
mortgage department of a southern life 
insurance company writes: 

“I have read with interest the 
and recurring arguments presented for and 


recent 


against prepayment penalties. As a strictly 
conventional lender, some years ago we 
were experiencing considerable difficulty 
with this problem. We had been operat- 
ing under a plan which provided for dif- 
ferent types of loans. Our maximum pen- 
alty was three per cent for the life of the 
loan. 


“A concurrent problem was familiariz- 
ing the mortgagor with his responsibilities. 
In most cases, a full page letter was typed 
and mailed to him, a time consuming and 












ATTENTION FHA APPROVED MORTGAGEES 


CONSTRUCTION FUNDS AND FORWARD 
COMMITMENTS AVAILABLE 
IN APPROVED AREAS 


INQUIRIES INVITED 
(Pioneers in offering Government Guaranteed Mortgages) 


J. A. MARKEL COMPANY INC. 


Mortgage Bankers 


30 Broad Street Hanover 2-2592 


costly procedure. Other letters usually 
followed. 

“We feel that both problems were solved 
by the creation of our standard ‘welcome 
letter.’ Its adoption necessitated our stand- 
ardizing our mortgage forms and proce- 
dures, and resulted in time and money sav- 
ings. Complaints have dropped, in fact, I 
know of none in the past year concerning 
prepayment penalties. 

“It would appear that the problem is 
one of mortgagor education. We caution 
our attorneys to call the mortgagor’s atten- 
to the various important clauses at 


tion 

time of closing, and we make sure he 
gets a copy of the mortgage deed and 
note. Perhaps others may profit from our 


experience.” 
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We invite inquiries 
from institutions having funds for investment 


FHA — VA —CONVENTIONAL LOANS 


Immediate and Future Delivery 
All Offerings Carefully Underwritten 


COLONIAL GROUP, INC. 
(Approved FHA Mortgagee) 


Central National Bank Buiiding, Richmond, Va. 


Other Offices: 
New York, N. Y.—Alexandria, Norfolk, Va.—Charlotte, N. C. 














MORTGAGE BANKERS 





16 Park Avenue—Baltimore 1, Md.—PL. 2-8661 
1720 Eye St., N.W. — Washington, D.C. — STERLING 3-2363 








THE MORTGAGE BANKER « September 1955 37 









I’S sensible for a builder to cut 

corners that lower the down pay- 
ment of the house he is building. 
Even in the heyday of a scarcity mar- 
ket, it is easier to sell houses for which 
the buyer needs a lesser equity. Al- 
most without exception, builders of 
the vast majority of houses hold to 
minimum requirements of the lending 
agency involved—with a few flourishes 
added for sales appeal. 


But it isn’t sensible for the lender 
to allow cost-cutting that destroys fu- 
ture market appeal of the security for 
his loan. For ex- 
ample, the $20 
“saved” by install- 
ing a 30 gallon 
water heater in- 
stead of the 40 
gallon size that is 
needed for con- 
venient operation 
of automatic 
Joseph A. Nowicki washers is a costly 

economy in terms 
of the comfort and marketability of 
the house. Over a period of 10 years, 
the cost is barely noticeable, but the 
typical family thinking about buying 
the home would resist buying even 
with an adjustment for the cost of a 
new heater because of the nuisance 
of the replacement and also their re- 
luctance to waste the remaining use- 
fulness of the smaller heater. 





This very small item is a mistake 
that is being repeated hundreds and 
hundreds of times in new buildings 
in the Chicago area. It occurs in the 
price brackets where the additional 
cost would not be noticeable to the 
buyer, as well as the price ranges 
where every extra dollar is a strain. 

Three bedroom homes are being 
built with only one bath, even though 
it is widely recognized that a family 
of four, five or six persons needs ad- 
ditional facilities. Cutting down on 
space and keeping the price down are 
the simple reasons for this planning 
flaw, yet the additional cost of a pow- 
der room is far less than the loss of 
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marketability of a house without it- 
particularly in a highly competitive 
market. 

Yet four out of six houses chosen 
by a committee of appraisers as being 
typical of the new buildings in the 
Chicago area have three bedrooms 
and only one bath. 


A window placed over the bathtub 
is a mistake made by project builders 
and carpenter builders alike. It re- 
sults from efforts to crowd as much of 
the equipment as possible in small 
space in order to allow greater room 
sizes elsewhere and to keep to eco- 
nomical standard widths. 

Lenders can, and should, influence 
builders whom they finance to add 
such features. Good judgment and 
foresight demand that houses built 
without attention to livability should 
be penalized for functional obsoles- 
cence—even though that penalty does 
not seem to be recognized by the 
buyers in the market at this particular 
time. 

Another increasingly important item 
is the location of the home. A plan 
that is perfect for a certain site can 
be highly unsuitable for another. 
Probably the most generally seen ex- 
ample of this mistake is the house 
with a “picture window” looking into 
the picture window of its neighbor 
across the street, into an alley or some 
other view that is anything but a pleas- 
ant vista. Orienting a house to take 
advantage of breezes and light is an- 
other aspect of applying the right 
design to the proper location. 


Again, because land suitable for 
development is scarce in most com- 
munities, builders are prone to buy 
whatever tracts are available at a bar- 
gain, even though that particular lo- 
cation has been by-passed by devel- 
opers in the past—possibly because of 
some serious detriment. It is true that 
proper engineering can overcome 
many of the objections but too often 
a standard plan and routine methods 
are used where special foundations, 
drainage and other arrangements are 


Common Mistakes in ft 


n Home Designing 





By JOSEPH A. NOWICKI 


While he is drawing on his past experience as a loan officer, Mr. Nowicki gives his observations 


from his current vantage point as an independent appraiser and real estate consultant. He is 


also active as a home builder and served as chairman of the Construction Cost Committee of the 


Chicago Chapter of the Society of Residential Appraisers, on whose board of directors 


he is now serving. He is also a member of the Appraisal Committee of the Chicago 


MBA and has written extensively for building and real estate magazines. 


needed. Unless the appraiser or the 
loan officer is thoroughly familiar with 
the geological conditions in his area, 
an expert is needed to check into 
them for each new subdivision. 


An item of serious significance is 


the disregard for adequate wiring. 


Every lender conscious of the impor- 
tance of marketability of real estate 
that might be acquired by his institu- 
tion should recognize the unmistak- 
able need for sufficient current to op- 
erate efficiently and conveniently the 
growing number of household appli- 
ances. He should also foresee the trend 
toward more work-saving and com- 
fort-increasing devices that require 
electrical wiring. Greater service ca- 
pacity in the wiring system is almost 
prohibitive in cost unless it is installed 
when the house is built. 

In the construction cost reports of 
typical homes published by the Chi- 
cago Chapter of the Society of Resi- 
dential Appraisers this summer the 
wiring systems of the standard speci- 
fications included six circuits. The 
local electrical code would approve 
a minimum of four and some builders 
are still installing only four. Yet an 
ideal system for a small house, pic- 
tured in a booklet on “Certified Ade- 
quate Wiring Standards for Chicago 
and Northern Illinois” contains 12 
circuits. 

The wiring system in a basement- 
less ranch-type home of slightly over 
1,000 square feet in the “typical cost” 


report totaled $410 of which $85 was 
the fixture allowance. This is 3.3 per 
cent of the slightly over $12,000 cost 
of the finished house. (All these costs 
refer to houses alone, exclusive of the 
land. ) 

A similar house with a basement in- 
cluded a wiring cost of $450 which is 
3.2 per cent of its cost of approxi- 
mately $14,000. A 1283 square feet 
house with a basement which was 
estimated to cost $18,000 allowed 
$485 for the electric system, or only 
2.7 per cent of the total cost of the 
house. 

The popular bi-level with 1200 
square feet of living area on the main 
floor and a multi-use room, utility 
room and bath on the lower level was 
figured at about $16,000 with $485 
allocated to the electric wiring which 
is 3 per cent of the total cost. 

A small bungalow of 960 square 
feet whose total cost was under $13,- 
500 included a wiring allowance of 
$435 or 3.2 per cent of the total. 

In the Electric Association’s book- 
let, a similar bungalow of 970 square 
feet is cited as an example of the 
difference in costs between a mini- 
mum and adequate wiring system. In 
the minimum wiring allowed by the 
Chicago Electrical Code, 55 ampere 
service is provided, with four circuits 
and only 40 outlets. Thirteen of the 
outlets are lights, 10 are wall switches 
and 17 are convenience outlets. The 


cost of this minimum system is 2.3 per 
cent of the total cost of the house. 

The recommended wiring system 
for the same house provides 100 am- 
pere service through 12 circuits and 
58 outlets. There are only five addi- 
tional light outlets, (indicating that 
this phase of electrical living is firmly 
established in minimum codes, with 
the public and with the builders) and 
four added wall switches but there are 
nine more convenience outlets as well 
as separate circuits for the range and 
heavy duty circuits for other ma- 
jor appliances. The cost of this ade- 
quate wiring system is 3.3 per cent of 
the total or about | per cent more 
than the minimum system. Its signifi- 
cance in terms of future marketability 
is far more than | per cent. 

One of the special circuits suggested 
by the proponents of adequate wiring 
would carry a line for a room air- 
conditioner or a central air condition- 
ing system. While the weather bureau 
records show that there have been 
many hot summers in the highly popu- 
lated sections of the country in past 
ycars, their impact is much stronger 
as the families become accustomed to 
the comforts of controlled climate as 
they find it in business and amusement 
places. Development of air-condi- 
tioning at lower and lower prices be- 
cause of the demand brought about 
by the migration of population into 

(Continued on page 44) 
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A Single Idea That Attained Maximum 
Bookkeeping Efficiency 


By WILLIAM VAN COEVERING 


Assistant Treasurer, Albert-Mortgages, Inc., Grand Rapids, Mich. 


NY bookkeeping procedure—in a 
giant automobile factory, a re- 
tail clothing store, a wholesale banana 
house, or (back to earth) a mortgage 
banking firm—involves the basic prob- 
lem of “tying in” all related records. 
This matter of “tie-in” can be 
solved in part by having several re- 
lated records produced at the same 
time, on an ac- 
counting machine. 
For instance, in 
processing mort- 
gage payments, if 
the collection re- 
port and the col- 
lection journal 
can be created 
automatically as 
postings are made 
to individual 
ledger cards, there is no problem in 
tying in these three records. They 
must be identical, since they were 
done at the same time. 





W. Van Coevering 


Similarly, if a check register can be 
prepared as checks are written for 
the investors, the two automatically 
tie in. Posting of total escrow, serv- 
ice fees, collections, etc., to general 
ledger and general journal simulta- 
neously, follows the same idea. 

It is easy to see that when all the 
records mentioned above are made 
separately, as under a_ pen-and-ink 
system, the tie-in problem becomes 
enormous. Posting some of these rec- 
ords together by machine is only a 
part-way solution. The check register 
must still be tied in with the collec- 
tion journal, and the affected general 
ledger accounts must also be proved 
back to the journal. So there is still 
something of a “headache” in this 
respect at the end of the month. 


The cashier checks off payments 
on York cards (Figure 1), which are 
then used as posting media. 

Individual ledger cards are filed 
by investor and posted in the same 
manner. Without referring to the 
ledger, the operator enters the ac- 
count number as shown on the York 
card. Then, looking at the ledger, she 
“picks up” the old balances for escrow, 
interest and principal, together with 
a proof total, which is a combination 
of these figures plus the account num- 
ber. These pick-ups do not print, 
but if they are correct—that is, if 
the old escrow, principal and interest 
figures, plus the account number, 
equal the proof total—the machine 
prints a “.00” proof (first column 
before collection report). If not, the 
amount of the error prints; the figures 
are automatically cleared and are 
then picked up again, correctly. Note 
that by combining the account num- 
ber as part of the proof total, we get 


a mechanical proof that the correct 


account is being posted. 


Name is typed in, account number 
repeats automatically; then, going 





Two NCR accounting machines handle 
several thousand accounts, plus accounts 
payable and payroll; bookkeeping costs 
have been cut by one-third. 
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right across, the total payment, pay- 
ment number, escrow amount, late 
charge, interest amount, and so forth, 
are entered. As ‘the machine comes 
to the respective columns, to-date 
balances for escrow, net interest, 
principal and a new proof total are 
automatically computed and printed. 
The last column on the ledger card 
is another “.00” proof—a proof of 
distribution of the total payment. 


The same procedure is followed for 
all of the accounts carried by a given 
investor. Then the over-all totals for 
total payments, escrow, gross interest, 
service fee, net interest and principal 
payments — which have been auto- 
matically accumulated by the ma- 
chine—are printed on the collection 
report. 

At this point, the operator places a 
check in the machine, at the right, 
and writes a check for the net amount 
due the investor. This net amount is 
automatically printed by the machine. 
She then returns the carriage to the 
general ledger position at the extreme 
left (this is done simply by touching 
a button) and posts the general ledger 
cards. Cash is debited and collections 
credited with the gross amount col- 
lected. Cash is credited and collec- 
tions debited for the amount sent the 
investor. Collections are charged and 
the service fee, late charge and escrow 
accounts credited with those respec- 
tive amounts. Thus all records per- 
taining to loan payments are tied in 
and proved as they are posted, me- 
chanically controlled every step of the 
way—even to the peint of posting to 
the correct account. 


You will notice that we do not 
segregate escrow payments. This 


ti 


in 
du 


an 
be 
ar 
pr 
wl 
sle 
in} 
sO 
kn 


no 
or 


pr 


ar 
se\ 
ac 
no 


tai 
tal 


makes it easy to handle part pay- 
ments, since amy excess amount not 
sufficient to make another payment 
on principal is put in escrow. 

The same idea of “doing everything 
at once” was carried through to our 
accounts payable operation. Formerly, 
although the job was mechanized, it 
took three steps: 

1. Type check and description; 

2. From duplicate check, create 

cash disbursements journal and 
post to subsidiary ledger; 


3. Post to general ledger. 


This is now done all at one time 
(Figure 2). All transactions pertain- 
ing to a customer’s account are posted 
to his ledger card; at the same time, 
a voucher-remittance advice is pre- 
pared at the right and the check por- 
tion filled in at the left, for each 
vendor. Both the general ledger and 
suspense journal, and the check reg- 
ister, are of course created automati- 
cally. If the voucher is not to be paid 
immediately, the operator simply does 
not write a check; checks can be 
written at the left at any time, inde- 
pendent of the rest of the operation. 


At the end of posting, general ledger * 


totals are entered immediately, using 
the same forms. 

Posting of all related records to- 
gether saves time in that there is liter- 
ally no duplication of effort. But more 
important, the task of proving is re- 
duced almost to zero. 

Even when we had three machines 
and three operators, we were always 
behind because there certain 
amount of duplicate effort. Then, 
proving and tie-in were accomplished 
whenever we could get to it; this 
slowed down or stopped actual post- 
ing, which got us behind again, and 
so on around and around in that well- 
known vicious circle. 


was a 


We hope we have made it clear 
in the above explanation that it is 
not only a matter of making all rec- 
ords at one time, but automatically 
proving them, every step of the way. 

Two National “Class 32” machines 
are used, each capable of handling 
several thousand accounts as well as 
accounts payable. Incidentally, we 
now also do the payroll—50 people 
—by machine; another “extra” ob- 
tained from that one idea of simul- 
taneous entry to all related records. 
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FIGURE 2 (above). The entire accounts 
payable operation — vouchering, journaliz- 
ing, distributing, writing the check, and 
preparing the check register —is accom- 
plished at the same time. FIGURE 1 (right 
and below). Payments are checked off on 
a York card (at right) by the cashier. 
Using these cards as posting media, all re- 
lated records are prepared at “one shot” 
by machine. 
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This Idea Made a Big Cut in 


Loan Processing Time 


NEW card index file system, 
A never before adapted to the 
mortgage banking field, is enabling 
Percy Wilson Mortgage & Finance 
Corporation, Chicago, to cut two to 
three weeks off the time loans are in 
process and to handle about 50 per 
cent more processing work daily with 
no increase in personnel. 

The lag between the application 
for a loan and the time it is delivered 
is the period of high overhead and 
no income. For the borrower, it is 
also the time of impatience, irritation, 
delays in plans and uncertainty. Any- 
thing that can be done to speed up 
this period helps all parties—institu- 
tional lender, correspondent, bor- 
rower, realtor, contractors and others 
who may be involved. 

Wilson executives, working with 
representatives of Remington-Rand, 
designed the special adaptation of 
the Kardex System that has elimi- 
nated bottlenecks and minimized fric- 
tion, internally and with customers. 

Physically, the system is contained 
in compact, 8-tray cabinets occupying 


less than three square feet of floor 


‘LAND TITLE 


SERVICE 
COVERS 


OHIO 





BRANCHES IN ALLIANCE - CHARDON - CINCINNATI - 


{ new card index file system enabled this mortgage firm 


to cut two to three weeks from processing time and to 


handle about 50 per cent more work with no extra help. 


space. The cabinets are mounted on 
wheeled stands for easy rolling from 
one location to another. Convenient, 
waist-high trays on drawer slides hold 
visible record indexes for every resi- 
dential loan currently being processed. 
These average about eight hundred 
at a time. The file can be readily 
expanded by the addition of other 
cabinets, if necessary. 

When a loan is finally disbursed 
and papers are delivered, or if it is 
turned down or the application is 
withdrawn for any reason, its card 
is removed from the Kardex and 
permanently filed. Entries made in 
ink on the card from time to time 
as various steps in processing are 
completed keep the record up to the 
minute, giving an accurate, quick 
picture of the status of the loan with 
investors, VA or FHA. 

A distinctive feature of the system 
as used by Wilson is a transparent 
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sliding signal which may be moved 
horizontally over a scale on the visible 
lower margin of the card to indicate 
in steps how far the loan has pro- 
gressed. This enables the manager, 
in looking over the entire file, to 
spot loans that require expediting, 
without having to expose each indi- 
vidual card. Such cards may be 
flagged with a red plastic tab to give 
them priority. 

The card form is designed to give 
every essential bit of information in 
summary. After basic entries—name, 
address, "phone, type of loan, etc., 
which are typed in—spaces are pro- 
vided to enter date and remarks 
covering such data as credit report, 
employment verification, appraisal and 
photos, deposit, investors to whom 
loan is offered, various steps in VA 
or FHA negotiations, on through to 
mailing of title papers. Cards are 
mounted in hinged holders. They lie 
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Cabinet may be rolled into executive’s 
office for quick check of loans in process. 
Robert H. Wilson (right), president, Percy 
Wilson Mortgage & Finance Corporation, 
reviews status of current loan applications 
with Charles E. Seibert, servicing manager. 





To handle current processing of mort- 
gage loans, Percy Wilson devised this 
adaptation. The eight trays of this com- 
pact cabinet will hold records on about 
half of the home loans being put through, 
which average about 800 at a time. 





It’s easy to spot loans requiring expedit- 
ing, with aid of the new system. Shaded 
areas along visible lower edge of cards in- 
dicate transparent sliding signals that show 
progress on loan. Cases given top priority 
are flagged with a red marker. 


flat on the tray surface for instant 
visibility. 
Entries are made by production 


department staff members in charge 
of various 
Cards may be referred to by anyone 
in the organization in need of infor- 
mation, but most of the referring 
is done by personnel assigned the job 
of answering telephone inquiries. 
This is the 
much time and nervous strain, accord- 


processing operations. 


where system saves 


ing to Charles E. Seibert, mortgage 
loan manager, who devised it to meet 
the firm’s particular needs. From 75 
to 100 telephone calls come in every 
day from borrowers who have loans 
All want to know, “Has 
“How 


or some 


in process. 
my loan been approved?” 
soon can I get my money?” 
variation on these themes. 
Formerly, Seibert states, it was nec- 
essary to go to the central file to dig 
out the information. Often, the file 
folder on the loan would be out, and 


would have to be tracked down to 
someone’s desk. Correspondence had 
to be reviewed and interpreted to get 
the right answers. Papers became 
dog-eared and out of proper sequence 
because of frequent use. File clerks 
were loaded with extra work. 

Now, with the Kardex, confusion 
is eliminated. Correspondence reposes 
in the file drawers most of the time, 
while the cards take the brunt of the 
work. There is no question as to 
what is the most recent development 


Put more 5.E.F.C.* in your mortgage 
accounting with YORK RECORDS 











* Simplicity, Economy, 
Flexibility, Control 








=* 


York Records are pre-printed and balanced standard record sheets for 
any type or denomination of loan. They eliminate the need for time- 
consuming copying and permit speeding up and simplifying of 
window operations. They keep filing space at a minimum, save time, 
save money and cost /ess than 2¢ per month per loan! 


York Loan Amortization Schedules, designed for use by borrower and 
investor, have convenient posting areas for recording of payments. 


The fo!lowing booklets give you full information. Check the ones you 
need, clip this ad to your letterhead and mail NOW! 


Check your choice 


haul 


FREE .. . “Aspirin for the Mortgage Bankers’ Eternal Headache.” 


The story of York Records and Schedules. 


FREE... “A Revolution in Mortgage Accounting.”’ A Resume of 
Single Debit—Single Credit Systems. 


Single Debit Mortgage Accounting Procedures—Price $1.00 postpaid. 
[] Single Credit Mortgage Accounting Procedures—Price $1.00 postpaid. 





YORK TABULATING SERVICE 
INCORPOR 
225 East Clarke Avenue 


ATED 
York 2, Penna. 
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on any given loan in the portfolio. 
Rather than keep borrowers hang- 
ing on the ‘phone while a clerk scur- 
ries around for informa ion, Wilson 
has been successful in persuading 
them to accept a later call-back. One 
girl takes down all inquiries. About 
mid-afternoon, these are turned over 
to a clerk who gets the answers, to- 
gether with a complete run-down on 
each out of the Kardex. At 
+ p.m., reply sheets are divided among 
a crew of four, who teiephone the 
entire list within the next hour. 


case, 


This procedure has resulted in great 
customer satisfaction, and giving them 
the full many later 
follow-up calls, Seibert said. 


story obviates 

From the point of view of the mort- 
gage house, by far the greatest benefit 
derived the Kardex is the 
“finger-tip” control it has given to 
the whole processing operation. With 
all current work centralized where it 
can be reviewed daily, the mortgage 
manager readily what 
loans are near completion and bring 
them to a speedy wind-up. Otherwise, 
they might be overlooked and allowed 
to drag along for another week or so. 


from 


loan can see 


Remington-Rand printed the cards 
Wilson. The potential 
savings substantial, considering 
all the More efficient 
use of personnel is just one aspect. 
speedier 


to order for 
are 
ramifications. 
Investors profit, because 
processing permits interest charges to 
start sooner. The mortgage firm starts 
collecting its servicing charge sooner, 
and the borrower is pleased at being 
able to take possession or start con- 
struction more promptly. 

While mortgage banking firms have 
tried other “ticklers” to keep track 
of loans in process, the Wilson firm 





PERSONNEL 


in answering advertisements in this column, 
address letters to box oumber shown in care of 
the Mortgage Bankers Association of America, 
111 West Washington Street, Chicago 2, Illinois. 











Mortgagee in Southeast servicing $45,- 
000,000 wants best man available to open 
branch office. Write Box 330 


Do you need supervisory material? A 
mortgage loan man with supervisory quali- 
fications desires position with higher re- 
sponsibility. Now employed. Desire to 
remain in the South. Write Box 352. 


Mortgage department of firm in South 
Florida is secking services of an assistant 
manager. Prospects for the future excel- 


lent. Write Box 353 


believes its adaptation of the Kardex 
system is the most flexible and versa- 
tile yet developed, and anticipates 
that it will find wide application in 
the mortgage field. 


COMMON MISTAKES IN 
HOME DESIGNING 


Continued from page 39) 


the warmer areas of the United States 
will also add to the widespread use of 
cooling equipment. Technological im- 
are reducing costs, too. 
The price of a room air-conditioner 
has come down from $300 to $200 
in one year’s time. Lower costs will 
hasten the advent of air-conditioning 
as standard equipment in better homes. 


provements 


It seems wise to consider air-condi- 
tioning as equipment in 
moderate as well as better quality 
homes over the next 15 or 20 years. 
Where the duct work for a heating 
system can be installed so that it will 
also accommodate air-conditioning, 


standard 


this facility may prove to be a sub- 
stantial competitive advantage in the 
resale of the home. 

Basic fundamentals of residential 
design should be given attention. Re- 
cently there has been a great deal of 
comment about the ruling of a major 








MARSH 


Mortgage Bankers 
since 1926 in 


CHARLOTTE 
“The Queen City of the South” 


201 Wilder Bldg. 
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MARSH LAND COMPANY 


life insurance lender that bedrooms 
with high strip windows and no low 
window from which occupants could 
escape in case of fire would no longer 
be approved for loan purposes. High 
windows, we realize, were designed by 
modern architects to provide privacy 
and more wall space for the placement 
of furniture. After several years of 
living in houses with this new feature, 
families in warm climates found that 
they were deprived of breezes that 
were essential for their sleeping com- 
fort. Cleaning the higher windows 
was also inconvenient and that is an 
important consideration in these days 
when even the owners of better homes 
do some of their own chores. In a 
competitive market, with economic re- 
strictions, such considerations will be 
magnified. 

This architectural innovation serves 
as an example of why appraisers, and 
the lenders whom they represent, need 
to stand back and watch the market 
reaction to departures from tested 
standards. Changes in family living 
requirements as well as changes in the 
equipment in a home and many other 
variable factors are difficult to pre- 
judge on a theoretical basis. Home 


designs can basically be tested only by 
observation of typical families living 
in those homes. 











Charlotte 2, N. C. 
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INDICATIONS ARE FOR A 
RECORD MEETING IN L. A. 


As has been true with a number 
of other MBA Conventions in the past 
decade, the Association’s 42nd in Los 
Angeles October 31-November 3 has 
some characteristics about it that will 
set it aside from any which members 
have previously attended. It’s the sec- 
ond time MBA has met on the West 
Coast, the first time we have gone 
to Southern California ( probably the 
fastest growing area in the country in 
is likely to 
be one of the largest meetings the As- 


the past quarter century 


sociation has sponsored and has the 
special significance of being held dur- 
ing the most prosperous year the 
country has seen since MBA was or- 
ganized. 

Added to all that, the Convention 
is entirely unique in that it’s in two 
sections—the first and main portion in 
Los Angeles October 31 to Novembet 
>} and then adjourn to Honolulu for 
the final portion. Nothing quite like 
that has been set up before. 


lhe emphasis will be on work but, 
in keeping with the character and the 
locale of the area, it will be difficult to 
de-emphasize the fun and _ pleasure 
aspects of the meeting, since Southern 
California is one of the world’s most 
fascinating playgrounds. 


lo date, about 1,500 have regis- 
tered for the meeting, a clear indica- 
tion that the final total will approach, 
or even exceed, some of the large Con- 
vention registrations of the past ten 
years 

As in recent years, the program is 
divided into four general sessions, each 
opening at 9:00 in the morning and 
running through until 12:30 or 1:00, 
with the afternoons open for com- 
mittee meetings, general Association 
work, seeing people and general pleas- 
ure 

On the opening morning members 
will hear talks by 

Urban K. Wilde, president, Cali- 
fornia MBA and manager, mortgage 
loan department, Coldwell, Banker & 
Company, Los Angeles 


E. H. Muhsfeld, president, South- 
ern California MBA and vice presi- 
dent and treasurer, Insurance Funds 
Mortgage Co., Los Angeles 

Goodwin Knight, Governor, State 
of California 

These will be followed by addresses 
by 

Wallace Moir, president of MBA 
and president, Wallace Moir Com- 
pany, Beverly Hills, California, speak- 
ing on Our Industry—Its Status To- 
day and Tomorrow 

The Dual Role of the Commercial 
Banker in the Mortgage Field by Fred 
lr. Florence, president, Republic Na- 
tional Bank and President of ABA 

The Effect of Air Transportation 
on Changing Urban Centers by C. R. 
Smith, president, American Airlines, 
Inc., New York 

Next morning the second session 
opens with MBA President Moir 
presiding, and members will hear: 

The Tasks of Tomorrow for FHA 
by Norman P. Mason, FHA Commis- 
sioner, Washington 

The Role of the GI Program in 
Your Business by Thomas J. Sweeney, 
assistant deputy administrator, Vet- 
erans Administration, Washington 

Your Stake in the VHMCP by 
Arthur W. Viner, executive secretary, 
National Voluntary Home Mortgage 
Credit Extension Committee, Wash- 
ington 

Following these three addresses on 
the government’s side of the mortgage 
business, members will hear an in- 
sured loan panel discuss this phase 
ot the industry with John F. Austin, 
Jr., president, T. J. Bettes Company, 
Houston, as moderator. 

Among the participants are: 

E. A. Camp, Jr., vice president, 
Liberty National Life Insurance Co., 
Birmingham 

James W. Rouse, president, James 
W. Rouse & Co., Inc., Baltimore 

William A. Marcus, senior vice 
president, American Trust Company, 
San Francisco 

Charles A. Bowser, assistant FHA 
Commissioner 

Robert M. Morgan, vice president, 
The Boston Five Cents Savings Bank 
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And Mr. Sweeney and Mr. Viner. 

The third session Wednesday morn- 
ing will feature: 

Why Mortgages Will Continue in 
High Favor with Institutional Investors 
by James H. Magee, vice president, 
John Hancock Mutual Insurance 
Company, Boston. 

Following these two addresses mem- 
bers will hear a panel discussion of 
The Conventional Loan Is The Heart 
of Your Business. Panel members will 
include Mr. Magee and 

J. R. Jones, vice president, Security- 
First National Bank of Los Angeles 

R. Manning Brown, vice president, 
New York Life Insurance Company, 
New York 

Joe Jack Merriman, vice president, 
Merriman Mortgage Company, Kan- 
sas City, Missouri 

Brown L. Whatley, president, Stock- 
ton, Whatley, Davin & Company, 
Jacksonville, Florida 

Robert H. Pease, president, Detroit 
Mortgage and Realty Company, De- 
troit 

The last day’s session will feature: 

The Mortgage Industry's Affairs in 
the Capital by Samuel E. Neel, MBA 
General Counsel, Washington, and 
our usual business meeting, election of 
officers and presentation of annual 
awards. 

The above will give members a 
rough idea of what is coming. Addi- 
tional program details will be avail- 
able shortly and, from all indications, 
an excellent program of prime interest 
to every mortgage lender and investor 
is in store. 


FIRST L. A. THEN ON 
TO HAWAIIAN ISLANDS 


Hawaii, always a choice vacation 
spot, holds even greater appeal this 
year for all MBA members, inasmuch 
as the Association is sponsoring its 
Adjourned Convention Session in 
Honolulu, November 10-14, and has, 
likewise, arranged for two special tours 
to accommodate those members who 
wili attend. 

The program for the Adjourned 
Session—which, incidentally, is MBA’s 


for Los Abugeles 


first Clinic outside the Continental 
U.S.A.—has been already outlined in 
detail in last month’s The 
Mortgage Banker, so it should be ap- 
that a most interesting and 
profitable meeting awaits you. And 
in addition to being most worthwhile 
in a business sense, it will provide an 
‘deal pre-winter vacation. There’s 
really nothing like it—a perfect com- 
bination of business and pleasure, or 
versa, in the company of 


MBA members. 


Reservations for the special Hawaii 


issue of 


parent 


vice your 


fellow 


tours are filling rapidly. Do not hesi- 


tate to make yours today, for most 
certainly you will want to be among 
those who will share in this very 


memorable experience. Among those 
already “signed aboard” in 


addition to those previously reported, 


who have 


are: 


Mr. and Mrs. Carl Harris, St. Louis: 
Mrs. Walter D. Armstrong, Memphis; Mr. 
and Mrs. W. B. Philips, Birmingham; Mr. 
and Mrs. Frank S. Hight, Jr., Washington, 
D. C. 


Mr. and Mrs. Bernard F. Picotte, and 
Mr. and Mrs. William G. Livingston, Al- 
bany, New York; Mr. and Mrs. Claude 
R. Davenport, Richmond; Mr. and Mrs. 
K. H. Phillips, Nashville. 


Mr. and Mrs. Norton McKean, Albany, 
New York; Mr. and Mrs. Miller G. Kim- 
brough, Nashville; Mr. and Mrs. John W. 
Lake, and Mr. and Mrs. George Aus- 
lander, Valley Stream, New York. 


PLAN MANY INTERESTING 
EVENTS FOR THE LADIES 


Probably as many as 600 ladies will 
attend the 
and some interesting events are being 
The 
day night party, of course, will be the 
principal highlight. Another 
will be the Ladies’ Luncheon 
Fashion Show, 
November 1, 
Suite of the 
This will be a 
to share in a delightful luncheon-time 
visit with other MBA ladies, 
graciousness of pleasant surroundings, 

both 
feminine 


Los Angeles Convention 


planned for them. big Wednes- 
event 
and 
scheduled for Tuesday, 
Grand Ballroom 
Hilton Hotel. 


for all ladies- 


in the 
Beverly 
“must” 


amid the 


review, exciting 


those 


sparked by a 


and exotic, of styles 


currently leading the California style 


parade. 

Likewise, there will be a_ special 
Ladies’ Dinner for wives of all mem- 
bers of the Mortgage Bankers Legion. 
Scheduled for Saturday evening, Oc- 


CONVENTION SPEAKER 


C. R. SMITH 


President, American Airlines 


tober 29, this, too, will be held at the 
Beverly Hilton, in the Cadoro Suite. 

Naturally, these 
choice though they are 
plete the entertainment docket for our 
ladies. Many other plans are afoot 
and need only the completion of final 
defi- 


two functions— 


do not com- 


arrangement details to become 
nitely scheduled items on the over-all 
program of Convention activity. 


MBA SPECIAL TRAIN IS 
ALMOST ALL BOOKED 


With Convention time drawing ever 
you'll not want to be among 
when it comes to 


MBA 


stainless steel 


nearer, 
“passed up” 
reservations on the 


those 
securing 
Santa Fe Special, the 
complete with air-condi- 
which is being read- 


streamliner, 
tioned Pullmans, 
ied to whisk 


Angeles and back. 


our members to Los 





Leaving Chicago on October 26, at 
|! P.M., the MBA Special Train will 
enable Convention-bound members to 
enjoy their trip Westward with a min- 
imum of travel worry and a maximum 
Out- 


of convenience and _ pleasure. 


ward bound there will be stops at 
Santa Fe and Albuquerque, as well as 
a visit to the Grand Canyon. The 


return itinerary will include a stop 
at Las Vegas, trips to Hoover Dam 
and Boulder City, and on through Salt 
Lake City. 

The entire trip is described in detail 
in a special folder already distributed 
to all MBA Should 
desire, you additional 


members. you 


may secure 


copies by writing the Headquarters 
Office. 
MBA 


Conven- 


aboard the 
at the 
invigorated by 


Join the group 


Special—and arrive 
tion fresh and relaxed, 
the charm and beauty of a diversified, 
well-planned trip. To date, some 200 


MBA 


tions. 


members have made reserva- 


These include, in addition to 


those previously reported : 


Mr. and Mrs. George D. Anthony, 
Cleveland; Mr. J. D. Abbott, Pittsburgh; 
Mr. L. B. Brooks, Worcester, Mass.; Mr. 


and Mrs. Ball, New York; Mr. and Mrs. 
George T. Hendrickson, New York; Mr. 
and Mrs. W. W. Beal, Waterloo; Mr. N. 
Preston Breed, Boston; Mr. Richard S. 
Barrows, Boston; Mr. Philip Bowers, Short 
Hills, N. J.; Mr. and Mrs. T. W. Grogan, 
Cleveland: Mr. and Mrs. O. Dean Couch, 
Jr., Houston; Mr. and Mrs. John Dane, 
New Orleans; Mr. and Mrs. John Dane, 
Jr., New Orleans; Mr. and Mrs. Arthur 
M. Hurd, New York; Mr. and Mrs. Frank 
W. Fell, New York; Mr. and Mrs. J. Fred 
Manchester, N. H.; Mr. and Mrs. 
Goss, Cleveland; Mr. and Mrs. F. 
Cleveland. 
and Mrs. 
N. J.; Mr. 
Brooklyn; Mr. 
Gidley, Jr., Brooklyn; Raymond T. 
ford, Worcester, Mass.; Mr. and Mrs. 
Frank S. Hight, Jr., Chevy Chase, Mary- 
land: Mr. and Mrs. Albert Mager, Jr., 
Oklahoma City; Wm. A. Martin, A. L. 
Brown and Charles Contopoulo, Miami 
Beach: Mr. and Mrs. R. E. Myers, Nash- 
ville; Mr. Frank J. Owen, Jr., Pittsfield, 
Mass.: Mr. and Mrs. Charles M. Peeg, 
Louisville; Mr. and Mrs. Edwin D. Horn, 
Louisville; Mr. and Mrs. C. S. Rindsfoos, 
Columbus, Ohio: Mr. and Mrs. E. J. 


French, 
H. C. 
C. Fulton, 
Also Mr. 
Maplewood, 
Greenawalt, 


Robert E. Goldsby, 
and Mrs. P. L. 
and Mrs. E. F. 
Gif- 
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VEN by today’s large enrollments 
in graduate courses in American 
more 


colleges and universities, the 


than 275 students who took Courses 
I and II in the MBA School of Mort- 
zage Banking in 1955 is an impressive 
figure and, described more accu- 


rately, represents an important con- 


Snider, Cleveland: Mr. and Mrs 
E. Slattery, Cleveland 

Also Mr. and Mrs. Edward J. Thomas, 
Philadelphia; Mr. and Mrs. F. H. Waitz, 
Elizabeth, N. J.; Mr. and Mrs. Phillip A 
LaQuaglia, Elizabeth, N. J.; Mr. and Mrs 
Louis Weisberg, New York: Mr. and Mrs 
R. B. Zook, Cleveland: Mr. Phillips Down- 
ng, Houston: Mrs. Marie Mathews and 
Mrs. Gertrude Bawner, Houston: Mr. and 
Mrs. V. C. Feemster, Wichita: T. Noonan 
Ryan and party of four, Louisville; Wade 
H Heaton, Baton Rouge Mr and Mrs. 
S. R. Hunt, Houston; Mr. and Mrs. Len- 
nox Carruth, Dallas; Mr. and Mrs. Yerger 
Hill, Dallas: Mr. and Mrs 
Black, New Orleans: Eads Podevent, New 
Orleans: Mr. and Mrs. Eugene J]. McCar- 
thy, Jersey City; and Mr. and Mrs. I. R 


Schildein, Evanston, Illinois 


James 


Douglas L 


16th ANNUAL EDITION 
OF THE MBA EXHIBIT 


Running concurrently with the Los 
Angeles Convention will be the 16th 
Exhibit of 
Building, Industry and Services. Fif- 


annual edition of the 
teen exhibitors occupying space adja- 
cent to the ballroom, where the gen- 
held, will be 


particular 


eral sessions will be 
represented. Of interest 
are the exhibitors whose products and 
services apply to mortgage servicing. 

Companies participating include the 
Atlanta MBA; Carrier Corporation; 
Chyer Manufacturing Corporation; 
United States Steel Homes, Inc.; Gen- 
eral Electric Company, Major Appli- 
Southern Statistical 
International Business Ma- 
chines Corporation; Scholz 


Inc The National Cash 


Company; Financial Publishing Com- 


ance Division: 
( ompany ; 
Homes, 


Register 


Hartford Fire Insurance Com- 
pany; York 
Frederick W. Berens, Inc.: Burroughs 
Corporation and the Don Herold Ad- 
vertising Service. 


pany : 


Tabulating Service, Inc.: 
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tribution to a better mortgage bank- 
ing industry Course I, 
civen for the first time at Stanford 
University in July and August (the 
MBA Mortgage Banking Seminar had 
three 
students 


tomorrow. 


been given in the previous 


vears actually had more 


than its counterpart at Northwestern 


in June—102 students as against 100 
at the latter. Designed primarily for 
West Coast member firms, registra- 


tions were from 14 states and the Dis- 
trict of Columbia. Seventy-six mem- 
ber institutions were represented. Thus 
more than 300 MBA member firms 
have had representatives at the two 


1955 Schools of Mortgage Banking 


THE SCHOOL AT STANFORD 


imposing evidence of the importance 
which today’s generation of mortgage 
lenders attach to the need of equip- 
ping their personnel with every edu- 
cational tool available. 

This year, then, marks a significant 
milestone in the development of more 
and better education for training the 
new generation of mortgage lenders 
and investors since, for the first time, 
the School of Mortgage Banking has 
become permanently established at 
two great American universities. The 
founding period has been passed; now 
it becomes largely a matter of im- 
proving the curriculum and adding 
to the faculty where necessary. 





>> AT STANFORD: George Gummerson, vice president in charge of Calli- 
fornia operations, Title Insurance and Trust Company, Los Angeles and vice 
chairman, MBA Educational Committee; Lewis O. Kerwood, MBA director 
of education and research; Willis R. Bryant, vice president, American Trust 
Company, San Francisco, member of MBA Educational Committee and lec- 
turer at the School; Theodore J. Kreps, professor of finance, graduate school 
of business, Stanford University; and Herbert E. Dougall, professor of finance, 
graduate school of business, Stanford University. 


Below, a classroom session in the Stanford School of Mortgage Banking. 
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MODEL 30-L— 
3 bedrooms—Single Bath 
Available for both 

northern and southern areas 


open the door 


Attention to all builders! Open the door to better 
living in your community—and spark up your sales as well. 
Thyer homes are designed for the maximum in convenient 
living and custom-styled to appeal to the most 
discerning buyer. Backed by localized sales promotion 

and national advertising, they practically sell themselves. 


The convenient floor plan of the L-shape model 
pictured above eliminates family traffic problems. Bed- 
rooms and bath can be reached by hall without going through 
the living room, and there’s also a handy short cut to the 
bathroom from the rear door via the kitchen. Added 
to this careful planning are such extra Thyer 
touches as wardrobe-type closets, birch kitchen 

cabinets and a separate dining area. 
For further information on how Thyer Homes can 


help you triple the number of houses you build and sell, contact 
your local Thyer factory representative or write us today. 


“Thyer fabricated structural units 
commended by Parents’ magazine.” 












THYER’S "SILVER PLATTER” PROFIT SYSTEM 


Financing Service. Your local Thyer Factory 





Representative will be glad to help you arrange 
construction and permanent financing for FHA, VA or 


conventional loans. 


Local Field Service. Thyer factory representatives 
located in 28 states are ready to assist you in land 
development, arranging financing, erecting, and 


planning local advertising and model home showings. 


Turn-Key Contracting Service. For developers who 
wish to build 100 or more houses at a time, Thyer can 
provide a turn-key building service that delivers houses 
at a bonded contract price. (At present this service is 
available in all Southern and in most Northern states.) 
National Advertising Support. A hard hitting 
program in national consumer magazines pre-sells 
your prospects—helps create buyer interest 

in Thyer Homes. 


THE THYER MANUFACTURING CORPORATION 


2862 Wayne Street, Toledo 9, Ohio 








515 E. Yazoo Street, Dept.12, Jackson, Miss. 





yong Title as good 
as a Certified Check” 


A certified check backed up by the reputa- 
tion and financial strength of the issuing bank, 
is “as good as gold.” However, without certifi- 
cation, a check can go wrong for any number 
of reasons... just as wrong as a real estate 
title without title insurance. 


Hallmarks of reliability,.a certified check 
and a title insurance policy tell all who view 
them: “With this, you can be sure.” 

For more than 40 years, we’ve checked titles 
and “certified” sound real estate transactions 
for mortgage bankers, life insurance com- 
panies, lawyers, builders and developers. Our 
reputation for dependable, speedy service has 
been endorsed by thousands of policy holders 


hansas City Jitle 
a 


VOCE 


Capital, Surplus and Reserves exceed 
$3,500,000.00 
Title Building 10th & Walnut Sts. 
Kansas City 6, Missouri 





from Florida to Alaska, from the Atlantic to 
the Far West. 

With our thorough working knowledge of 
lenders’ requirements, we can help you ex- 
pedite mortgage loan transactions, giving you 
all-important protection against title loss and 
facilitating the transfer of real estate. 

Let us “certify” your next mortgage loan 
deal by furnishing you a Title Insurance Policy 
backed up by the reputation of one of 
America’s oldest and most reliable title insur- 
ance companies. 

Write for our financial statement and di- 
rectory of issuing agents. Address our home 
office or any branch office. 


Company 


BRANCH OFFICES: 

Baltimore, Maryland — 210 North Calvert Street 

Little Rock, Arkansas — 214 Louisiana Street 

Nashville, Tennessee —S. W. Corner 3rd & Union Streets 
Memphis, Tennessee —1141 Sterick Building 


The company is licensed in the following states: Alabama, Arkansas, 
Colorado, Delaware, Florida, Georgia, Indiana, Kansas, Louisiana, 
Maryland, M ppi, Mi i, Montana, Nebraska, No. Carolina, 
So. Carolina, Tennessee, Texas, Utah, Virginia, Wisconsin, Wyoming 
and in the District of Columbia and Territory of Alaska. 





Approved attorneys throughout states: 
Issuing Agents in most principal cities. 








